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CALCULATION OF REGISTRATION FEE

PROPOSED MAXIMUM PROPOSED MAXIMUM AMOUNT OF
TITLE OF EACH CLASS OF AM OUNT TO BE OFFERING PRICE PER AGGREGATE OFFERING REGISTRATION
SECURITIES TO BE REGISTERED R EGISTERED SECURITY PRICE FEE
PKS Holdings, Inc.
Common Stock, par value $.01 per share....... 1 0,519,662 $40.00 (1) $420,786,480 (1) $ 127,512
Peter Kiewit Sons', Inc.
Warrants to purchase Class D Diversified 8,415,730 - -

Group Convertible Exchangeable Common Stock,
par value $.0625 per share...................
Peter Kiewit Sons', Inc.
Class D Diversified Group Convertible 8,415,730(2) $54.25(3) $456,553,353 (3) $ 138,350
Exchangeable Common Stock, par value $.0625
per share, issuable upon exercise of the
Warrants........ccccoevveveiinineneeeeeen.

(1) Estimated pursuant to Rule 457 based on theutar value per share of Class C Stock of Peter Kions', Inc. (calculated pursuant to its
Certificate of Incorporation) to be received in Bange for each share of Common Stock of PKS Hoddihg.

(2) Together with such presently indeterminate neindd shares of such stock as may be issued asith o anti-dilution adjustments in
accordance with the terms of the Warrants.

(3) Estimated pursuant to Rule 457 based on theutar value per share of Class D Stock (calculatedyant to the Certificate of
Incorporation of Peter Kiewit Sons', Inc.).

THE REGISTRANTS HEREBY AMEND THIS REGISTRATION STAMENT ON SUCH DATE OR DATES AS MAY BE
NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REISTRANTS SHALL FILE A FURTHER AMENDMENT WHICH
SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENSHALL THEREAFTER BECOME EFFECTIVE IN
ACCORDANCE WITH SECTION 8(a) OF THE SECURITIES ACIF 1933 OR UNTIL THIS REGISTRATION STATEMENT SHALL
BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION, ATNG PURSUANT TO SAID SECTION 8(a), MAY DETERMINE



EXPLANATORY NOTE
The matters discussed below are referred to hasethe "Transaction.”

Acting pursuant to authority granted to it in thes®ated Certificate of Incorporation (the "PKS @iegte") of Peter Kiewit Sons', Inc.
("PKS"), the Board of Directors of PKS (the "PKSdd") has determined to require, subject to thisfsation of certain conditions, alll
holders of its Class C Construction & Mining Grarpstricted Redeemable Convertible Exchangeable Gon8tock, par value $.0625 per
share ("Class C Stock"), to exchange (the "Shaoh&mnge") such shares for shares of Common Stockghse $.01 per share (the
"Exchanged Shares") of PKS Holdings, Inc. ("PKSdiays"), a newly formed, direct, wholly owned sutiary of PKS which will hold all of
the assets and liabilities of the construction ess of PKS. This Registration Statement conssitateegistration statement of PKS Holdings
with respect to the Exchanged Shares.

Prior to the Share Exchange, PKS will declare @ddivd of eight-tenths of one warrant (the "Warrgris purchase one share of Class D
Diversified Group Convertible Exchangeable Commtotls par value $.0625 per share ("Class D Stodf"PKS with respect to each then-
outstanding share of Class C Stock. The eighths of one Warrant will attach to the Exchan§bdre which will be exchanged for such s
of Class C Stock in the Share Exchange. This Ragjish Statement also constitutes a registratiatestent of PKS with respect to such
Warrants and the shares of Class D Stock issuglole exercise of the Warrants.

Although stockholder action with respect to therigaction is not required under applicable law erRIKS Certificate, the PKS Board has
determined to seek stockholder ratification of Th@nsaction due to the importance of the Transad¢idPKS and PKS stockholders. In
addition, certain post-Transaction changes to &8 Bertificate are being proposed which requirerapal of the holders of Class C Stock,
the holders of Class D Stock and all holders of BKfsk as a group. The Proxy Statement/Joint Pobspéncluded in this Registration
Statement constitutes a proxy statement of PKS nggpect to the PKS Board's solicitation of sudtfication and approva



PETER KIEWIT SONS', INC.
1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131
, 1997
Dear Kiewit Shareholder:

After careful consideration, the Peter Kiewit Soh®t. Board of Directors has decided to sepatseaXonstruction Group and the Diversified
Group into two independent companies. The Boaidikgdctors believes that this separation will enghke Diversified Group to pursue
aggressively its business plan while allowing ttem&ruction Group to focus on its core construcéiad mining businesses.

The enclosed Proxy Statement/Joint Prospectusibdlesarertain transactions and certain amendment@tBKS Certificate of Incorporation
that are intended to accomplish the separationt@netcognize the elimination of the Class C stoddkis' right to convert Class C Stock into
Class D Stock. Because these transactions ancttitcate amendments are important to PKS anstitskholders, we are submitting then
stockholder votes. The Board of Directors beliehes these transactions and the certificate amentinage in the best interest of PKS and its
stockholders, and unanimously recommends that gtelfor the transactions and the certificate amesmds We urge you to read the Proxy
Statement/Joint Prospectus carefully and to retaum signed proxy as soon as possible.

Sincerely yours,
Walter Scott, Jr.
CHAIRMAN OF THE BOARD

AND PRESIDENT



PETER KIEWIT SONS', INC.
1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131
NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD , 1997

A special meeting (the "Special Meeting") of stookiers ("PKS Stockholders") of Peter Kiewit Sohst, ("PKS") will be held on, 1997, at
10:00 a.m. local time, at the Cloud Room, Kiew&a®i, Omaha, Nebraska 68131, to consider and vadtemseparate proposals that, as
described more fully in the attached Proxy Statdfdeimt Prospectus, provide for:

1. Ratification of the decision of the Board of &itors of PKS (the "PKS Board") to separate thestantion business of PKS and the
diversified business of PKS into two independemhpanies. The PKS Board would effect this separdiio(i) declaring a dividend of eight-
tenths of one warrant (a "Warrant") to purchasesiae of Class D Diversified Group Convertible liaegeable Common Stock, par value
$.0625 per share ("Class D Stock"), of PKS witlpees to each outstanding share of Class C Congtru&tMining Group Restricted
Redeemable Convertible Exchangeable Common Stackiglue $.0625 per share ("Class C Stock"), of P (ii) causing each
outstanding share of Class C Stock to be mandg&xithanged by resolution of the PKS Board purst@akisting provisions of the PKS
Restated Certificate of Incorporation (the "PKStifieate") for one share of Common Stock, par va#u@l per share, of PKS Holdings, Inc.,
a newly formed, direct, wholly owned subsidiaryRKS, to which the eight-tenths of one Warrant wattdch (collectively, the
"Transaction").

2. Approval of amendments to the PKS Certificalte (ICertificate Amendments"), to be implemented/ahthe Transaction is consummat
to change the name of PKS to "Diversified Holdirigs,", redesignate Class D Stock as "Common Steakyalue $.01 per share", modify
the repurchase rights to which the holders of Ca&tock are entitled, delete the provisions reiggrlass C Stock, add certain corporate
governance provisions and make certain other clsadgscribed in the attached Proxy Statement/Joaspctus.

Holders of record of PKS stock at the close of bess on , 1997 are entitled to notice of and te abthe Special Meeting or any adjournn
or postponement thereof. No business other thaiirdmesaction and the Certificate Amendments is ebgueto be considered at the Special
Meeting or at any adjournment or postponement tiefiéhis Notice, the Proxy Statement/Joint Progpeeind the accompanying form of
proxy are first being mailed to PKS Stockholdersoomabout , 1997.

Although stockholder action with respect to theriBaction is not required under applicable law erRIKS Certificate, the PKS Board has
determined to seek stockholder ratification of Tn@nsaction due to the importance of the Transadtd®KS and PKS Stockholders.
Ratification of the Transaction requires the affitime vote of (i) a majority of the shares of Cl&Stock present and voting at the Special
Meeting, voting separately as a class, and

(i) a majority of the shares of Class D Stock présand voting at the Special Meeting, voting safady as a class. Approval of the Certificate
Amendments under Delaware law and the PKS Cettificequires the affirmative vote of (x) at leas¥86f the outstanding shares of Class C
Stock, voting separately as a class, (y) a majofithe outstanding shares of Class D Stock, vatgpgarately as a class, and (z) a majority of
the outstanding shares of Class C Stock and Cl&&® €&k, voting together.

The PKS Board has unanimously approved the Traiosaahd the Certificate Amendments and recommematsRKS Stockholders ratify the
Transaction and approve the Certificate Amendmdtash member of the PKS Board has indicated to fhldShe intends to vote all of his
shares of Class C Stock and Class D Stock to rda#ylransaction and to approve the Certificate Adngents.

Consummation of the Transaction is subject toicatifon of the Transaction by PKS Stockholders tnedreceipt of certain rulings from the
Internal Revenue Service or a favorable opinionannsel as to certain U.S. federal income tax apresgces of the Transaction. The PKS
Board will retain discretior



even if stockholder ratification of the Transactisrobtained and such rulings or opinion are reseivo abandon, defer or modify the
Transaction if the PKS Board believes that to daveald be in the best interests of all PKS Stoclbrd. Unless the PKS Board determine
extend the date, the PKS Board intends to abartdomransaction if it is not consummated by Octdlier1998. The PKS Board also has
determined that if the Transaction is not ratifidey PKS Board will not proceed with the Transattibhe Certificate Amendments will be
effected only if the Transaction is consummatedcEtolder approval of the Certificate Amendmentsasa condition to consummation of
the Transaction. In the event the Certificate Anmeedts are not approved by PKS Stockholders butthesaction is ratified and
consummated, the Certificate Amendments will beappsed at a subsequent meeting of stockholdd?& 8f

TO ENSURE YOUR REPRESENTATION AT THE SPECIAL MEET® YOU ARE URGED TO COMPLETE, SIGN AND DATE THE
ENCLOSED PROXY CARD AND RETURN IT AS PROMPTLY AS B3IBLE IN THE ENCLOSED POSTAGE-PREPAID ENVELOPE.

By order of the Board of Directors,
Secretary

, 1997



INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLEDIN OR AMENDMENT. A REGISTRATION STATEMENT
RELATING TO THESE SECURITIES HAS BEEN FILED WITH THSECURITIES AND EXCHANGE COMMISSION. THESE
SECURITIES MAY NOT BE SOLD NOR MAY

OFFERS TO BUY BE ACCEPTED PRIOR TO THE TIME THE REB3RATION STATEMENT BECOMES EFFECTIVE. THIS PROXY
STATEMENT/JOINT PROSPECTUS SHALL NOT CONSTITUTE ADFFER TO SELL OR THE SOLICITATION OF AN OFFER TO
BUY NOR SHALL THERE BE ANY SALE OF THESE SECURITIESI ANY STATE IN WHICH SUCH OFFER, SOLICITATION OR
SALE WOULD BE UNLAWFUL PRIOR TO REGISTRATION OR QUAFICATION UNDER THE SECURITIES LAWS OF ANY SUC

STATE.



SUBJECT TO COMPLETION
PRELIMINARY PROXY STATEMENT/JOINT PROSPECTUS DATED AUGUST 29, 1997

PETER KIEWIT SONS', INC. PKS HOLDINGS, INC.
1000 KIEWIT PLAZA 1000 KIEWIT PLAZA
OMAHA, NEBRASKA 68131 OMAHA, NEBRASKA 681 31

PROXY STATEMENT FOR SPECIAL MEETING/PROSPECTUS
OF
PETER KIEWIT SONS', INC.

PROSPECTUS OF PKS HOLDINGS, INC.
INTRODUCTION

This Proxy Statement/Joint Prospectus is beingghed to stockholders of Peter Kiewit Sons', ladelaware corporation ("PKS"), who

hold either shares of its Class C Construction &iklj Group Restricted Redeemable Convertible Exgbable Common Stock, par value
$.0625 per share ("Class C Stock"), or sharesliass D Diversified Group Convertible Exchanged@bmmon Stock, par value $.0625 per
share ("Class D Stock"), in connection with thedttion of proxies by the Board of Directors di{® (the "PKS Board") for use at a special
meeting of stockholders of PKS (the "Special Magtjirio be held on , 1997, at 10:00 a.m. local tiate¢he Cloud Room, Kiewit Plaza,
Omaha, Nebraska 68131, and at any adjournmentstpguement thereof for the purposes set fortherattompanying Notice of Special
Meeting. At the Special Meeting, holders of ClasStGck and holders of Class D Stock (together, "B kholders™) will be asked to ratify
a proposed transaction (the "Transaction”) to é8eparation of PKS' construction business (then&Baction Group") and its diversified
business (the "Diversified Group" and, togethehwlfite Construction Group, the "Business Groupdig Transaction consists of the Share
Exchange and the Warrant Distribution (each, ameddfbelow).

As a result of the Transaction: (i) PKS Holdings;.I("PKS Holdings"), a newly formed, direct, whotiwned subsidiary of PKS, will becor
an independent company conducting the businesgedfonstruction Group, and each share of Clas®€k Sutstanding at the time of the
consummation of the Transaction (the "Effective &ljrwill be mandatorily exchanged (the "Share Exg#) for one share of Common
Stock, par value $.01 per share ("PKS HoldingsI8)oof PKS Holdings; and (ii) PKS will become ardependent company conducting the
business of the Diversified Group, and the shaf€ass D Stock outstanding at the Effective Tinikk eonstitute the only outstanding sha
of capital stock of PKS. Immediately following thieansaction, PKS Holdings will be renamed "Petaviit Sons', Inc." and PKS will be
renamed "Diversified Holdings, Inc." PKS, followitige Transaction, is referred to in this Proxy &tatnt/Joint Prospectus as "Diversified
Holdings."

Prior to the Effective Time, PKS will declare aidiend (the "Warrant Distribution") of eight-tentbfone warrant to purchase one share of
Class D Stock (the "Warrants") with respect to éhem-outstanding share of Class C Stock. Each aftawill entitle the registered holder
thereof to purchase one share of Class D Stoclafir, the Certificate Amendments referred to belawve been effected, one share of
Diversified Holdings Stock (as defined below)) db@d dollar discount, varying from $15.00 to $2% per share, to the appraised value or
average trading price per share of Diversified iad Stock. Exercise and transfer of the Warrariltshe subject to significant restrictions
and conditions. At the Effective Time, the eightttes of one Warrant will attach to the share of R#gdings Stock which will be exchanged
for such share of Class C Stock in the Share ExgthaDertificates representing the Warrants willmedistributed until after the Share
Exchange is consummated. The Warrants will expitteei Transaction is abandoned. Persons issuedsshéeither Class C Stock or PKS
Holdings Stock following the record date for the Méat Distribution will not be entitled to receiVéarrants with respect to such shares. The
Transaction will be consummated on a date to beraéted by the PKS Board after the satisfactiothefconditions of the Transaction. See
"The Transaction."

PKS Stockholders are also being asked to appr@varttendments to the Restated Certificate of Incatjpm of PKS (the "PKS Certificate")
to change the name of PKS to "Diversified Holdirlgs,", redesignate Class D Stock as "Common Stoakyalue $.01 per share", modify
the repurchase rights to which the holders of Cla&tock are entitled, delete the provisions reiggrlass C Stock, add certain corporate
governance provisions and make certain other clsagigscribed herein (collectively, the "CertificAtmendments"). If approved, the
Certificate Amendments will be effected immediatiljowing the consummation of the Transaction. SHee Certificate Amendments."
Class D Stock as so redesignated and modifieddZ#rtificate Amendments is referred to in thisxyrStatement/Joint Prospectus as
"Diversified Holdings Stock."

This Proxy Statement/Joint Prospectus constitufgegpectus under the Securities Act of 1933, asnaed (the "Securities Act"), (i) of PKS
Holdings with respect to the shares of PKS Holdi&tgck to be exchanged for Class C Stock in thesaetion and (ii) of PKS with respect
to (a) the Warrants to be distributed to holder€laiss C Stock pursuant to the Transaction anthéghares of Class D Stock issuable upon
exercise of the Warrants.

FOR A DESCRIPTION OF CERTAIN FACTORS THAT SHOULD BEONSIDERED IN CONNECTION WITH THE TRANSACTION,
SEE "RISK FACTORS REGARDING PKS HOLDINGS AFTER THIRANSACTION AND OWNERSHIP OF THE WARRANTS" ON
PAGE 20 AND "RISK FACTORS REGARDING DIVERSIFIED H@INGS AFTER THE TRANSACTION" ON PAGE 2!



This Proxy Statement/Joint Prospectus and the geaoying form of proxy are first being mailed to P&&®ckholders on or about , 1997.
This Proxy Statement/Joint Prospectus is date®7.19

NEITHER THE TRANSACTION NOR THE SECURITIES TO BES®ED PURSUANT TO THIS PROXY STATEMENT/JOIN
PROSPECTUS HAVE BEEN APPROVED OR DISAPPROVED BY TBECURITIES AND EXCHANGE COMMISSION OR ANY
STATE SECURITIES COMMISSION. NEITHER THE SECURITIEEIND EXCHANGE COMMISSION NOR ANY STATE SECURITIE
COMMISSION HAS PASSED UPON THE FAIRNESS OR MERITE OHE TRANSACTION OR THE CERTIFICATE AMENDMENTS
OR UPON THE ACCURACY OR ADEQUACY OF THE INFORMATIORONTAINED IN THIS PROXY STATEMENT/JOINT
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY ISILAWFUL.



AVAILABLE INFORMATION

PKS is subject to the informational requirementthef Securities Exchange Act of 1934 (the "Exchahe®), and in accordance therewith
files reports, proxy statements and other infororatiith the Securities and Exchange Commission"@wnmission"). Such reports, proxy
statements and other information filed by PKS wlith Commission can be inspected, and copies majptaned, at the Public Reference
Section of the Commission, 450 Fifth Street, N.Washington, D.C. 20549, at prescribed rates, akaseit the following Regional Offices
of the Commission: Seven World Trade Center, NewkYNew York 10048; and Citicorp Center, 500 Westdison Street, Suite 1400,
Chicago, Illinois 60661-2511. The Commission alsmntains a web site that contains reports, proagestents and other information
regarding registrants that file electronically witle Commission. The address of such site is httpuiv.sec.gov.

PKS and PKS Holdings have jointly filed a RegistnatStatement on Form S-4 (as amended and incluskhipits, the "Registration
Statement”) with the Commission under the Secsriftiet (i) of PKS Holdings with respect to the sisaoé PKS Holdings Stock to be
exchanged for Class C Stock in the Transaction (#@nof PKS with respect to (x) the Warrants todistributed to holders of Class C Stock
pursuant to the Transaction and (y) the sharedasfs(D Stock issuable upon exercise of the Warr&utsh information can be inspected at
and obtained from the Commission in the mannefostit above. For further information pertainingRKS, PKS Holdings, the Construction
Group, the Diversified Group, Class C Stock, ClasStock, PKS Holdings Stock and the Warrants, exfee is made to the Registration
Statement. Statements contained herein concerning@ument filed as an exhibit to the Registratatement are not necessarily complete
and, in each instance, reference is made to the @fogpuch document filed as an exhibit to the Reegion Statement. Each such statement is
qualified in its entirety by such reference.

PKS' publicly available information, including infoation filed with the Commission, includes separfatancial statements, financial data
and business descriptions for each of the Congru@roup and the Diversified Group. The busind€BKS Holdings after the Transaction
will consist entirely of the business of the Counstion Group. Accordingly, information herein witkspect to the business of PKS Holdin¢
information regarding the Construction Group.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
The following documents, which have been filed B§SRvith the Commission, are incorporated hereimeigrence:
1. Annual Report of PKS on Form 10-K for the fisgahr ended December 28, 1996;
2. Quarterly Report of PKS on Form 10-Q for thertpraended March 31, 1997; and
3. Quarterly Report of PKS on Form 10-Q for thertgraended June 30, 1997.

All documents filed by PKS with the Commission puast to Sections 13(a),

13(c), 14 or 15(d) of the Exchange Act after thiedd this Proxy Statement/Joint Prospectus arat poithe consummation of the Transac
shall be deemed to be incorporated by referent@srProxy Statement/Joint Prospectus and to katehpreof from the date of filing of such
documents. Any statement contained herein or incathent incorporated or deemed to be incorporatedfierence herein shall be deeme
be modified or superseded for purposes of thisy&iatement/Joint Prospectus to the extent thittarsent contained herein or in any other
subsequently filed document which also is or isntleg to be incorporated by reference herein modifiesipersedes such statement. Any
such statement so modified or superseded shallendeemed, except as so modified or supersededngtitute a part of this Proxy
Statement/Joint Prospectus.



THIS PROXY STATEMENT/JOINT PROSPECTUS INCORPORATESCUMENTS BY REFERENCE WHICH ARE NOT
PRESENTED HEREIN OR DELIVERED HEREWITH. THESE DOCHENWTS, OTHER THAN THE EXHIBITS THERETO, ARE
AVAILABLE WITHOUT CHARGE FROM PKS TO EACH PERSONNCLUDING ANY BENEFICIAL OWNER TO WHOM THIS
PROXY STATEMENT/JOINT PROSPECTUS IS DELIVERED, UPAGRE WRITTEN OR ORAL REQUEST OF SUCH PERSON TO
PETER KIEWIT SONS', INC., 1000 KIEWIT PLAZA, OMAHANEBRASKA 68131, ATTENTION: STOCK REGISTRAR (TELERMNE
NUMBER (402) 27-2977). IN ORDER TO ENSURE TIMELY DELIVERY OF SUCBOCUMENTS, ANY REQUEST SHOULD BE
MADE WITHIN 15 BUSINESS DAYS OF THE DATE OF MAILINGOF THIS PROXY STATEMENT/JOINT PROSPECTUS.
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SUMMARY

The following summary is qualified in its entirdty the more detailed information contained elsewlwrincorporated by reference in this
Proxy Statement/Joint Prospectus and the Appenteeto. PKS Stockholders are urged to read tlugyPstatement/Joint Prospectus and
the Appendices hereto in their entirety.

INTRODUCTION

This Proxy Statement/Joint Prospectus is beingghed to PKS Stockholders in connection with tHecgation of proxies by the PKS Board
for use at the Special Meeting. At the Special ileptPKS Stockholders will be asked to ratify thrarfsaction and approve the Certificate
Amendments. The Transaction will be consummated date to be determined by the PKS Board aftesdkisfaction of the conditions of ti
Transaction. See "The Transaction." The Certifidateendments will be effected only if the Transaeti® consummated. See "The Certific
Amendments."

THE SPECIAL MEETING

DATE, TIME AND PLACE OF THE SPECIAL MEETING. The gpial Meeting will be held on, 1997, at 10:00 almcal time, at the Cloud
Room, Kiewit Plaza, Omaha, Nebraska 68131.

PURPOSE OF THE SPECIAL MEETING. The Special Meeimbeing held to consider and vote upon (i) redifion of the Transaction and
(i) approval of the Certificate Amendments.

RECOMMENDATION OF THE PKS BOARD. The PKS Board hasanimously approved the Transaction and the @etéef Amendments
and recommends that PKS Stockholders ratify thedaetion and approve the Certificate Amendmentsaktescription of the reasons for
the Transaction, see "The Transaction-- BackgramtPurposes of the Transaction." For a descrigtidhe reasons for the Certificate
Amendments, see "The Certificate Amendments." Eaember of the PKS Board has indicated to PKS thantends to vote all of his shares
of Class C Stock and Class D Stock to ratify thensaction and to approve the Certificate Amendments

SPECIAL MEETING RECORD DATE. PKS Stockholders ash# close of business on , 1997 (the "Special iMgd&ecord Date") are
entitled to notice of and to vote at the Speciakltey.

APPRAISAL RIGHTS. PKS Stockholders will not be ¢ietl to appraisal rights as a result of the Tramsac

VOTING. Although stockholder action with respecthe Transaction is not required under applicabledr the PKS Certificate, the PKS
Board has determined to seek stockholder ratificatif the Transaction due to the importance ofTitamsaction to PKS and PKS
Stockholders. Ratification of the Transaction regsithe affirmative vote of (i) a majority of thieases of Class C Stock present and voting at
the Special Meeting, voting separately as a ckasd (i) a majority of the shares of Class D Stpoésent and voting at the Special Meeting,
voting separately as a class. Approval of the G@eate Amendments under Delaware law and the PKi@ficate requires the affirmative vote
of (x) at least 80% of the outstanding shares aE€IC Stock, voting separately as a class, (y)jarityaof the outstanding shares of Class D
Stock, voting separately as a class, and (z) antaff the outstanding shares of Class C Stock@lagds D Stock, voting together.

Each share of Class C Stock and Class D Stocktftegeghe "PKS Stock") outstanding at the closbusfiness on the Special Meeting Record
Date is entitled to one vote at the Special Meethgyof the Special Meeting Record Date, there vgbares of Class C Stock and shares of
Class D Stock outstanding and entitled to votdaiSpecial Meeting. The representation in persdayiroxy of at least a majority of the
outstanding shares entitled to vote is necessgpyoide a quorum at the Special Meeting.

SOLICITATION COSTS. PKS will bear the costs of thlicitation.



PKS HOLDINGS

The Construction Group's business is conductedoleyabing subsidiaries of Kiewit Construction Grdop. ("KCG"), which is a direct,
wholly owned subsidiary of PKS. Prior to the Sharehange, PKS will contribute all of the capitalak of KCG to PKS Holdings, and KCG
will become a wholly owned subsidiary of PKS Holgln Immediately following the Transaction, PKS Hols will be renamed "Peter
Kiewit Sons', Inc."

The Construction Group and its joint ventures penfa full range of engineering, procurement, cargdton, maintenance, management and
related services for a broad range of public aiape customers primarily in the United States Gadiada. Contract awards of the
Construction Group during 1996 were distributed agitihe following construction markets: transpodat{including highways, bridges,
airports, railroads and mass transit)--45%, dandsraservoirs--17%, commercial buildings-- 16%, sgavand waste disposal--12%, power,
heat, cooling--4%, water supply--2%, and mining--2%

The Construction Group primarily performs its seed as a general contractor. As a general contralseoConstruction Group is responsible
for the overall direction and management of comsion projects and for completion of each contracticcordance with terms, plans and
specifications. The Construction Group plans ameduales the projects, procures materials, hiregeveras needed and awards subcontracts.
The Construction Group generally requires perforceaand payment bonds or other assurances of apehtiapability and financial capac
from its subcontractors. Several subsidiaries withe Construction Group, primarily in Arizona a@degon, produce construction materials,
including ready-mix concrete, asphalt, sand angejra’he Construction Group also has quarrying afp@ns in New Mexico and Wyoming,
which produce landscaping materials and railrodih&ta Kiewit Mining Group, Inc., a subsidiary withthe Construction Group, provides
mine management services to Kiewit Coal Propelties a subsidiary within the Diversified Groupdaowns a 47% interest in a coal mine
located in Shelby County, Alabama.

PKS Holdings was incorporated in 1997 as a Delawarporation. Its principal offices are located @00 Kiewit Plaza, Omaha, Nebraska
68131, and its telephone number is (402) 342-2052.

For further information concerning the busines®Kf Holdings, see Appendix A hereto.
DIVERSIFIED HOLDINGS

CURRENT BUSINESS. The Diversified Group engagethainformation services, telecommunications, co@ling and energy businesses,
through ownership of operating subsidiaries, jogniture investments and ownership of substantisitipas in public companies. The
Diversified Group also holds smaller positions inumber of development stage or startup ventures.

The Diversified Group engages in the informatiorviees business through its wholly owned subsidiBtgS Information Services, Inc.
("PKSIS"), which provides computer outsourcing agdtems integration services to customers in theedistates and abroad. The
Diversified Group currently engages in the telecamiwations business through ownership of a 48.5ftncon stock interest in C-TEC
Corporation ("C-TEC"), a public company with intst®in the local telephone, video programming, Idisgance telephone, communication
engineering and competitive telephone businessd&Cexpects to split into three separate publimganies by October 1, 1997. In
September 1995, PKS distributed to holders of QlaStock all of the Diversified Group's interestMirS Communications Company, Inc.
("MFS"). MFS provided a wide range of telecommutimas services to business and government custommeBecember 1996, WorldCom,
Inc. acquired MFS in a stock-for-stock merger.

The Diversified Group engages in the coal miningihess through ownership of a 50% interest in thosg mines managed by the
Construction Group. The Diversified Group engagethé energy business through ownership of: (iy@gmately 30% of the outstanding
stock of CalEnergy Company, Inc. ("CalEnergy"),ublic company engaged in the generation, transarisand distribution of electric
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power in the United States and abroad,; (ii) joenture interests in several power plants developeitt,and operated by CalEnergy in the
Philippines and Indonesia; and (iii) ownership &0&b equity interest in Northern Electric plc, amfehe twelve regional electricity
companies created by the privatization of the afgtt industry in the United Kingdom in 1990.

In connection with the Expansion Plan (describddvg the Diversified Group expects to devote sabgally more management time and
capital resources to its information services besin The management of the Diversified Group irgegaadtonduct a comprehensive review of
the existing Diversified Group businesses to deiterhow those businesses will complement the DifredsGroup focus on information
services businesses as a result of the Expanséon Pbr example, the Construction Group and theBified Group are currently discussing
a number of possible changes to their existingicglahip with respect to the coal mining propertiperated by the Construction Group.
These possible changes include a restructurinigeo€tirrent mine management arrangement betwedwaehBusiness Groups, the formation
of a partnership between the two Business Groupsltball of their interests with respect to thenmg properties, the transfer by the
Diversified Group to the Construction Group ofiitgerests in the mining joint ventures or anotimansaction.

EXPANSION PLAN. The Diversified Group recently hdatermined to increase substantially the emphtplades on and the resources
devoted to its information services business, waithiew to becoming a facilities-based provider dfa@ad range of integrated information
services to business (the "Expansion Plan"). Patdoahe Expansion Plan, the Diversified Grougimts to expand substantially its current
information services business, through both theegjpn of the business of PKSIS and the creatimough a combination of construction,
purchase and leasing of facilities and other aseéts substantial facilities-based Internet comitaitions network.

Through PKSIS, the Diversified Group currently poms the following information services:

- Consulting and implementation services to busiegsvishing to convert existing software systemighvbperate on older computer systems
to newer client server-based systems, with an egiploa Internet connected networks;

- Computer outsourcing services, including netwagkand computing services necessary both for aoldénframe-based systems and newer
client server-based systems; and

- Reengineering services which allow companieotovert older legacy software systems to modern od®d computing systems, with a
focus on reengineering software to enable olddwswé application and data repositories to be asweby Hypertext Markup Language
(HTML)-based browsers ("Web browsers") over theinét or over private or limited access Transmis§lontrol Protocol/Internet Protocol
("TCP/IP") networks.

In order to grow and expand substantially the imfation services provided by the Diversified Grotlng Diversified Group is developing a
comprehensive plan to construct, purchase and leaakand backbone facilities necessary to prowigéde range of Internet-based
communications services. These services include:

- After construction, purchase and lease of loodl leackbone facilities, a range of Internet aceessices at varying capacity levels and, as
technology development allows, at specified lewélguality of service and security; and

- A number of business-oriented communicationsiseswsing a combination of network facilities tieersified Group would construct,
purchase and lease from third parties, which meljudte fax services which are transmitted in pagroMCP/IP networks and are offered at a
lower price than public telephone network-basedskervice and voice message storing and forwardieg the same TCP/IP-based networks.
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The Diversified Group believes that, over timepybstantial number of businesses will convert existiomputer application systems (which
run on standalone or networked computing platfoutiizing a wide variety of operating systems, apgtions and data repositories) to
computer systems which communicate using TCP/IPaam@ccessed by users employing Web browserDiveesified Group further
believes that businesses will prefer to contractfsistance in making this conversion with thaseders able to provide a full range of
services from initial consulting to Internet accesth requisite quality and security levels.

Pursuant to the Expansion Plan, the Diversifiedupmstrategy will be to attempt to meet this cor@pneed by: (i) growing and expanding
its existing capabilities in computer network sys$e consulting, outsourcing, and software reengingewith particular emphasis on
conversion of legacy software systems to systenishndre compatible with TCP/IP networks and Webns@rs access; and (i) creating a
national end-to-end TCP/IP-based network througbrabination of construction, purchase and leasfragsets. The Diversified Group
intends to optimize this national network to pravidternet-based services to businesses at lovaadstigh quality, and to design the
network, to the extent possible, to more easiljuide future technological upgrades than older, fliesible networks owned by competitors.

To direct its new emphasis on these businesseBjitegsified Group recruited James Q. Crowe an®®&uglas Bradbury, formerly chief
executive officer and chief financial officer, respively, of MFS, as chief executive officer andetHinancial officer, respectively, of Kiewit
Diversified Group Inc. ("KDG"), effective August 1997. The decision to separate the Diversifiedugrand the Construction Group was an
important factor in recruiting Mr. Crowe and Mr.dlbury. See "The Transaction--Background and Pespokthe Transaction" and "Certain
Relationships and Related Transactions."

PKS, which is to be renamed "Diversified Holdingg,." if the Transaction is consummated, was inoaafed in 1941 as a Delaware
corporation. Its principal offices are located @0Q Kiewit Plaza, Omaha, Nebraska 68131, andlgpl®ne number is (402) 342-2052.

For further information concerning the current Inesis of the Diversified Group, see Appendix B leeret
THE TRANSACTION

PURPOSES OF THE TRANSACTION. The Transaction isrdied to separate the Business Groups into tw@émtkent companies. The
PKS Board believes that separation of the Busifssips will (i) permit the Diversified Group to @&ttt and retain the senior management
and employees needed to implement and developitteedified Group's Expansion Plan, including Mro@e and Mr. Bradbury, (ii) enable
the Diversified Group to access the capital marketsder to fund the Expansion Plan on more adhgeaus terms than would be availabl
the Diversified Group as part of PKS, (iii) enatlie Diversified Group to pursue strategic investte@md acquisitions, as part of the
Expansion Plan, which could be foreclosed to theeBiified Group as part of PKS and (iv) allow thamagement of each Business Group to
focus its attention and financial resources on Bhatiness Group's business. Accordingly, the PK&@believes that the separation of the
Business Groups is in the best interests of PKStlen@usiness Groups and, therefore, all PKS Studkins.

The Warrant Distribution recognizes the potentalle of the right of holders of Class C Stock towat Class C Stock into Class D Stock
pursuant to the PKS Certificate (the "ConversioghRi), which will be eliminated by a separationtioé Business Groups. See "The
Transaction--Background and Purposes of the Traéiosat

DESCRIPTION OF THE TRANSACTION. The Transaction simts of the Share Exchange and the Warrant Digioib. PKS Stockholders
are being asked to ratify the decision of the PK@rH to effect the Transaction.
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THE SHARE EXCHANGE. The Share Exchange will be eonmated at the Effective Time, which will be a datde determined by the
PKS Board after the satisfaction of the conditiohthe Transaction. At the Effective Time, by regmn of the PKS Board pursuant to
existing provisions of the PKS Certificate, the PB&ard will cause each outstanding share of ClaS$oCk to be mandatorily exchanged,
pursuant to the Share Exchange, for one share 8ff#dings Stock.

As a result of the Share Exchange: (i) PKS Holdiagsewly formed, direct, wholly owned subsidiafyP&S, will become an independent
company conducting the business of the Constru@imup, and each outstanding share of Class C $taitle Effective Time will be
mandatorily exchanged for one share of PKS HoldBiggk; and (ii) PKS will become an independent pany conducting the business of
the Diversified Group, and the outstanding shafédlass D Stock at the Effective Time will constéuhe only outstanding shares of capital
stock of PKS. Immediately following the Share Exatpa, PKS Holdings will be renamed "Peter Kiewit Spmc." and PKS will be renamed
"Diversified Holdings, Inc."

THE WARRANT DISTRIBUTION. Prior to the Effective e, PKS will effect the Warrant Distribution by d&ing a dividend of eight-
tenths of one Warrant with respect to each thestantling share of Class C Stock. Each Warrantemntitle the registered holder thereof to
purchase one share of Class D Stock (or, afteCéréficate Amendments have been effected, oneesbfabiversified Holdings Stock) at a
fixed dollar discount, varying from $15.00 to $25B8er share, to the appraised value or averagmgradice per share of Diversified
Holdings Stock. Exercise and transfer of the Wdsrane subject to significant restrictions and d¢timas. At the Effective Time, the eight-
tenths of one Warrant will attach to the sharekSMoldings Stock which will be exchanged for sstiare of Class C Stock in the Share
Exchange. Certificates representing the Warrantawat be distributed until after the Share Exchamgyconsummated. The Warrants will
expire if the Transaction is abandoned. Persongisshares of either Class C Stock or PKS Hold#tgsk following the record date for the
Warrant Distribution will not be entitled to receiWarrants with respect to such shares. See "Témes@ction--The Warrant Distribution" and
"Description of the Warrants."

CONVERSIONS OF CLASS C STOCK INTO CLASS D STOCK PRIOR TO THE

TRANSACTION. Holders of PKS Holdings Stock (I.Ehetformer holders of Class C Stock) will have rghts comparable to the Convers
Right, which permits holders of Class C Stock towat shares of Class C Stock into Class D Stooks€quently, should the Transaction be
consummated, the conversion election period beggan October 15, 1997 and ending on December@%, for conversions effective as of
January 1, 1998 (the "1997 Conversion Period") dda the final opportunity to convert shares ofs§l& Stock into Class D Stock. Holders
of Class C Stock who convert their shares duriegli®97 Conversion Period will not receive Warranith respect to such converted shares
pursuant to the Warrant Distribution. See "RisktBecRegarding PKS Holdings After the Transactind ®wnership of the Warrants--Loss
of Conversion Right" and "The Transaction--The VdatmDistribution."

Pursuant to the PKS Certificate, the PKS Boardseas limit of 3,000,000 shares on the number afeshof Class C Stock that can be
converted during the 1997 Conversion Period (then¥@rsion Cap"). If shares of Class C Stock in exa# the Conversion Cap are tendered
to PKS for conversion during the 1997 Conversiondele PKS will elect to repurchase the excess shaf€lass C Stock for either cash or a
short-term promissory note of PKS, at the electibthe tendering holder. Tendering holders of sextess stock who are eligible at that time
to own Class C Stock may elect to withdraw suclesgeshares rather than having them purchased by$4€SThe Transaction--Conversion
of Class C Stock Prior to the Transaction."

CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS. PK®ill request rulings (the "IRS Rulings") from th&ernal Revenue
Service (the "IRS") to the effect that (i) the Sh&ixchange will be treated as a tax-free exchandernSection 355 of the Internal Revenue
Code of 1986, as amended (the "Code"), and (iiy¥aerant Distribution will be treated as a tax-fdéstribution pursuant to

Section 305(a) of the Code. Accordingly, for U.&ldral income tax purposes, no gain or loss wilideegnized by the U.S.
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holders of Class C Stock or, in general, PKS onMagrant Distribution or on the Share Exchange.qDammation of the Transaction is
conditioned upon receipt of the IRS Rulings. Howeag any time before the IRS Rulings have beameidsPKS may elect to effect the
Transaction in reliance on an opinion of counds (fTax Opinion") generally to the effect that tag consequences described above should
result. The receipt of either the IRS Rulings @& Trax Opinion is referred to as the "Tax Conditi@ee "The Transaction--Certain U.S.
Federal Income Tax Considerations."

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONSA holder of Class C Stock who, for purposes ofltteome Tax

Act (Canada) (the "Canadian Act"), is a residenCahada will (i) be required to include in compgtthe holder's income an amount equal to
the fair market value of any Warrants receivechim\Warrant Distribution and (ii) generally real&eapital gain on the exchange of shares in
the Share Exchange. See "The Transaction--Certamadian Federal Income Tax Considerations."

CONVERSION OF THE DEBENTURES. If PKS Stockholdeasify the Transaction, PKS will permit holders tf Series 1993 through 1€
Class C Convertible Debentures (collectively, tBelientures”) to convert such Debentures into GIaSsock subsequent to the expiration of
the Conversion Period and prior to the record ftatéhe Warrant Distribution. Accordingly, holdest Debentures who convert their
Debentures into shares of Class C Stock will rec®¥itarrants with respect to such shares in the Wabstribution and have such shares
exchanged in the Share Exchange. See "The Tramsa€lbnversion of the Debentures" and "Certain felahips and Related
Transactions."

CONDITIONS OF THE TRANSACTION. Consummation of theansaction is subject to ratification of the Tractson by PKS Stockholders
and satisfaction of the Tax Condition. The PKS Boaill retain discretion, even if stockholder ratdtion of the Transaction is obtained and
the Tax Condition is satisfied, to abandon, defenodify the Transaction if the PKS Board beliettest to do so would be in the best
interests of all PKS Stockholders. Unless the PK&rB determines to extend the date, the PKS Botedds to abandon the Transaction if it
is not consummated by October 15, 1998. The PK3Balgo has determined that if the Transactiorotgatified, the PKS Board will not
proceed with the Transaction. The Certificate Anreedts will be effected only if the Transaction @summated. Stockholder approval of
the Certificate Amendments is not a condition tostanmation of the Transaction. In the event theifimte Amendments are not approved
by PKS Stockholders but the Transaction is ratiiad consummated, the Certificate Amendments willdproposed at a subsequent mee
of stockholders of Diversified Holdings.

THE CERTIFICATE AMENDMENTS

PKS Stockholders are also being asked to apprav€étificate Amendments which would amend the EBX8ificate by changing the name
of PKS to "Diversified Holdings, Inc.", redesignadiClass D Stock as "Common Stock, par value $dXlpare"”, modifying the repurchase
rights to which the holders of Class D Stock artitled, deleting the provisions regarding ClasstGc®, adding certain corporate governance
provisions and making certain other changes desttniimder "The Certificate Amendments." If approvbd, Certificate Amendments will be
effected immediately following the consummatiortted Transaction. See "The Certificate Amendments."

RISK FACTORS REGARDING PKS HOLDINGS AFTER THE TRANS ACTION AND OWNERSHIP OF THE WARRANTS

Persons who will hold PKS Holdings Stock or Warsaihthe Transaction is consummated should considesfully risk factors regarding
PKS Holdings and ownership of the Warrants, incigdi) the loss of the right of holders of Clas$tock to convert shares of Class C Stock
into Class D Stock, (i) limitations on future salef PKS Holdings Stock by PKS Holdings, (iii) limiions on the potential value of the
Warrants, (iv) limitations on the exercise and $fanof the Warrants, (v) the potential effect eftain transfers of funds from the
Construction Group to the Diversified Group uponwersion of Class C Stock into Class D Stock dutheg1997 Conversion Period, (vi)
possible adverse effects on the



business of the Construction Group resulting frepasation of the Business Groups, (vii) risks eglab the Installment Note Program (as
defined below),

(viii) the possibility that business objectivestioé Transaction may not be achieved, (ix) the rfieed current registration statement to permit
exercise of the Warrants and (x) the risk that foavooking information included herein may promadcurate. See "Risk Factors Regarding
PKS Holdings After the Transaction and OwnershithefWarrants" and "Risk Factors Regarding DivadiHoldings After the

Transaction."

RISK FACTORS REGARDING DIVERSIFIED HOLDINGS AFTER T HE TRANSACTION

If the Transaction is consummated, holders of Clastock will continue to hold the shares of CIBsStock which they held immediately
prior to the Effective Time and holders of ClasStGck will receive Warrants. Upon the filing of tBertificate Amendments, Class D Stock
will be redesignated and modified as Diversifiedditogs Stock and the Warrants will entitle the tegklthereof to purchase Diversified
Holdings Stock. Holders of Class D Stock and Castock should consider carefully risk factors regay Diversified Holdings after the
Transaction, including (i) the possibility that thesiness objectives of the Transaction will noabkieved, (ii) the possibility that the
Transaction may not be completed and the potertisdequences of such a failure to complete thesa@rdion, (iii) certain risks relating to t
Expansion Plan, (iv) the anticipated policy of Bward of Directors of Diversified Holdings (the irsified Holdings Board") that dividends
will not be paid on Diversified Holdings Stock imet foreseeable future, (v) the limited market fardbsified Holdings Stock and uncertaint
as to its being listed for trading in the futung) possible effects of modifications of the staepurchase obligations of Diversified Holdings,
(vii) possible adverse effects on the businessieéiSified Holdings resulting from the separatidritee Business Groups, (Viii) certain
limitations on changes in control of Diversified IHimgs, (ix) dilution to holders of Diversified Hiihgs Stock resulting from exercise of the
Warrants and (x) the risk that forward-looking infation included herein may prove inaccurate. $dsk'Factors Regarding Diversified
Holdings After the Transaction" and "Risk FactoegBrding PKS Holdings After the Transaction and ©wship of the Warrants."
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SUMMARY COMPARISON OF CLASS C STOCK AND PKS HOLDING S STOCK

The following is a summary comparison of the teoh€lass C Stock and PKS Holdings Stock for whiths€ C Stock will be exchanged in
the Transaction. The rights of and restriction$&% Holdings Stock under the Restated Certifichl@arporation of PKS Holdings, to be
effect after the Transaction is consummated (th€S'Ploldings Certificate"), will be substantiallyngilar to those of Class C Stock under the
PKS Certificate, except that there will be no rgybt restrictions relating to the Class D Stockpémpdix D sets forth the proposed form of the
PKS Holdings Certificate. For more detailed infotima regarding the terms of Class C Stock and PlgiliHg Stock, see "Comparison of
Class C Stock and PKS Holdings Stock."

CLAS S C STOCK PKS HOLDINGS STOC K
GENERAL.......cocoiiiiiieaiins Holders of Class C Stock are Holders of PKS Holdings Sto ck will be
stockholders of PKS, not of the stockholders of PKS Holding s, which
Construction Gro up, and have an will not be a subsidiary of PKS and
interest in the equity and assets of which will own only assets of the
PKS, including t he assets of the Construction Group. PKS Hol dingsis a

Construction Gro
the unconsolidat
equity (whether
of PKS itself. P

up, plus one-half of Delaware corporation.
ed stockholders'

positive or negative)

KS is a Delaware

corporation.

DIVIDEND POLICY........cccovuuen Under Delaware | aw and the PKS Under Delaware law and the PKS
Certificate, aft er dividends have been Holdings Certificate, after dividends
declared and set aside for payment or have been declared and set aside for
paid on PKS pref erred stock (if any) payment or paid on PKS Hold ings
having a prefere nce over Class C preferred stock (if any) ha ving a
Stock, dividends on Class C Stock may preference over PKS Holding s Stock,
be declared and paid out of the dividends on PKS Holdings S tock may be
excess, if any, of the amount legally declared and paid out of PK S Holdings
available theref or over the amount  funds legally available the refor. PKS
(the "Available Class D Dividend Holdings intends to continu e the
Amount") equal t o the lesser of (i)  current policy of paying in each year
the amount legal ly available for 15% to 20% of the prior yea r's
payment of divid ends on common stock earnings of the Constructio n Group as
of PKS and (ii) an amount equal to (x) a cash dividend.

a certain value (the "Class D Formula
Value") derived from a formula in the
PKS Certificate, less (y) dividends on
Class D Stock de clared during the
current year. Th e current policy is to
pay in each year 15% to 20% of the
prior year's ear nings of the
Construction Gro up as a cash dividend.

VOTING RIGHTS........ceeeenn. Holders of Class C Stock are entitled Holders of PKS Holdings Sto ck will be
to one vote per share on all matters entitled to one vote per sh are on all
submitted to a v ote of the common matters submitted to a vote of the
stockholders of PKS. Holders of Class common stockholders of PKS Holdings.
C Stock are enti tled, as a separate  Holders of PKS Holdings Sto ck will be
class, to elect two-thirds of the PKS entitled to elect the entir e Board of
Board by cumulat ive voting. In Directors of PKS Holdings ( the "PKS
addition, the af firmative vote of both Holdings Board") by cumulat ive
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holders of (i) 8
Class C Stock an
the outstanding
is required to a
fundamental corp
changes in the ¢
PKS.

REPURCHASE RIGHTS................ During the first
calendar month,
shares of Class
demand of a hold
price (the "Clas
determined using
Value (as define
below). The PKS
certain circumst
repurchase oblig
year.

LIQUIDATION RIGHTS............... Upon the liquida
winding up of PK
of PKS and the h
preferred stock
full preferentia
they are entitle
Stock will be en
assets of PKS ba
"C Liquidation A
of which is equa
assets of PKS in
(the "D Liquidat
the value of the
Diversified Grou
equal to one-hal
unconsolidated s
PKS itself. Hold
will receive an
per share out of
Account. After a
share to the hol
out of the D Liqg
the C Liquidatio
Liguidation Acco
make such paymen
remaining therea
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CONVERSION RIGHTS

FORMULA VALUE
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OWNERSHIP AND TRANSFERABILITY
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SUMMARY COMPARISON OF CLASS D STOCK AND DIVERSIFIED HOLDINGS STOCK

The Certificate Amendments will change the namBKS to "Diversified Holdings, Inc.”, redesignatea€d D Stock as "Common Stock, par
value $.01 per share", modify the repurchase rightghich the holders of Class D Stock are entjttidete the provisions regarding Class C
Stock, add certain corporate governance provisamasmake certain other changes described hereinT®e Certificate Amendments."
Appendix E sets forth a form of the restatemenhefPKS Certificate after giving effect to the Gfezate Amendments (the PKS Certificate
so amended and restated is referred to hereired®thersified Holdings Certificate"). The followgnis a summary comparison of the term
Class D Stock before such redesignation and DifietisHoldings Stock after such redesignation atéiomodifications. For more detailed
information regarding the terms of Class D Stoclt Biversified Holdings Stock, see "Comparison ad$3l D Stock and Diversified Holdings

Stock."

DIVERSIFIED HOLDIN GS
CLASS D STOCK STOCK

GENERAL........ccoviiieeenne Holders of Class D Stock are Holders of Diversified Holdi ngs Stock
stockholders of PKS , hot of the will be stockholders of Dive rsified
Diversified Group, and have an interest Holdings, which will own the assets of
in the equity and a ssets of PKS the Diversified Group. Diver sified
including the asset s of Diversified Holdings is a Delaware corpo ration.
Group plus one-half of the
unconsolidated stoc kholders' equity
(whether positive o r negative) of PKS.

PKS is a Delaware ¢ orporation.

DIVIDEND POLICY............... Under Delaware law and the PKS Under Delaware law and the D iversified
Certificate, after dividends have been Holdings Certificate, after dividends
declared and set as ide for payment or  have been declared and set a side for
paid on PKS preferr ed stock (if any)  payment or paid on Diversifi ed Holdings
having a preference over Class D Stock, preferred stock (if any) hav ing a
dividends on Class D Stock may be preference over Diversified Holdings
declared and paid o ut of the Available Stock, dividends on Diversif ied Holdings
Class D Dividend Am ount. Dividends of  Stock may be declared and pa id out of
$.50 per share were paid on Class D Diversified Holdings funds | egally
Stock in each of 19 96 and 1997. Prior to available therefor. It is cu rrently
the time the Transa ction is consummated anticipated that dividends w ill not be
or abandoned, PKS d oes notintendto  paid on Diversified Holdings Stock in
declare or pay any additional dividends the foreseeable future.
on Class D Stock.

VOTING RIGHTS................. In general, holders of Class D Stock are Holders of Diversified Holdi ngs Stock
entitled to one vot e per share on all  will be entitled to one vote per share
matters submitted t 0 a vote of the on all matters submitted to a vote of
common stockholders of PKS. Holders of the common stockholders of D iversified
Class D Stock are e ntitled, as a Holdings, and will elect the entire
separate class, to elect one-third of  Diversified Holdings Board. The
the PKS Board. Hold ers of Class D Stock Diversified Holdings Board w ill be
have no right to cu mulative voting. In  classified. Holders of Diver sified
addition, the affir mative vote of Holdings Stock will have no right to
holders of 80% of t he outstanding Class cumulative voting. Amendment of the
D Stock is By-laws of

12
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DIVERSIFIED HOLDINGS

CLASS D STOCK STOCK
Diversifi ed Holdings' capital needs, the
availabil ity and attractiveness of
alternati ve sources of capital, the
performan ce of Diversified Holdings and
condition s in the public equity markets.
According ly, no assurance can be given
that Dive rsified Holdings Stock will be
listed fo r trading in the future, or, if
itis, wh en such listing will be
accomplis hed or whether an active
trading m arket will develop or be
sustained

INSTALLMENT NOTE PROGRAM

If the Transaction is consummated, PKS Holdingerids to implement a program (the "Installment NRrigram") to allow holders of PKS
Holdings Stock to elect to receive installment pisgary notes of PKS Holdings ("Installment Notes$)an alternative to cash upon
repurchase of PKS Holdings Stock in accordance thighiterms of the PKS Holdings Certificate. SeeéThansaction--Installment Note
Program."”

16



SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

HISTORICAL PRO FORMA (1)(2)(3)
SIX MONTHS ENDED
FISCAL YEAR FIS CAL YEAR ENDED
ENDED JUNE 30, DEC EMBER 28, 1996
SCENA RIO SCENARIO
1995 1996 1996 1997 1 2
(DOLLARS IN MILLIONS, EXCEPT PER SHARE A MOUNTS)
RESULTS OF OPERATIONS:
Revenue $ 2,867 $ 2904 $ 1,363 $ 1,381 $ 285 $ 285
Net earnings 244 221 71 91 114 116
FINANCIAL POSITION:
Total aSSetS......uvevveeeeiveirieiieeeeeeeenne $ 3,451 $ 3,548 $ 3,805
Current portion of long-term debt............... 42 57 14
Long-term debt, less current portion............ 370 332 393
Stockholders' equity(4)........cccovvvernneens 1,607 1,819 1,926
PER COMMON SHARE:
Net Earnings:
Class C Stock:
Primary......cccccoeeeveevieeciesiie e $ 778 % 1013 $ 346 $ 534
Fully diluted...........ccocevininiennne 7.62 9.82 3.36 5.13
Class D Stock:
Primary.......cooovveeiinncieene 6.45 4.85 1.54 167 $ 4.07 $ 4.04
Fully diluted..........coceeviieininnnne 6.44 4.85 1.54 1.67 4.06 4.03
Dividends(5):
Class C StoCK......cccocvvvevenineenenne. 1.05 1.30 0.60 0.70
Class D StoCK........ccovvrvieireecneennnnn 0.50 050 -- -
Stock Price (6):
Class C StoCK......cevereeieneieaiene. 32.40 40.70 31.80 40.00
Class D StocK.......cocvvervenineenenne. 4950 54.25 4950 54.25
Book Value:
Class C StoCK......cccocvvveveninnnnenne. 4290 51.02 4534 55.38
Class D StoCK.......ceevvvrvieireenineennenn 4949 5423 5422 55.62

SIX MONTHS ENDED
JUNE 30, 1997

RESULTS OF OPERATIONS:
REVENUE.......ooieiiiiiiieie e $ 161 $ 161
Net earnings.......cccovvveevieeeenineennins 42 43
FINANCIAL POSITION:
Total aSSetS......uveveeeeeviccrieiieeeeeeenne $ 2,115 $ 2,175
Current portion of long-term debt............... 1 1
Long-term debt, less current portion............ 133 133
Stockholders' equity(4)........cccovveerineens 1,480 1,540
PER COMMON SHARE:
Net Earnings:
Class C Stock:
Primary.......ccoccoevvieeniiiiecieees
Fully diluted..........ccoceevinieninnnne
Class D Stock:
Primary......cccocoeevveenieniienieen $ 143 $ 1.43
Fully diluted..........cccvevinieninnne 1.43 1.43
Dividends(5):
Class C Stock.
Class D Stock
Stock Price (6):
Class C StoCK.......ceevvvrvieieenineennnen
Class D StoCK.......cceevvrveeiieenineeannnn 54.90 54.90
Book Value:
Class C StoCK.......ceevvvrvieniienineennnen
Class D StoCK.......ccccvvrcvveireenneennnnn 54.92 54.89




(1) The pro forma results of operations data areprded assuming that the Transaction was consundrmat®ecember 31, 1995 and
December 29, 1996 for the fiscal year ended Dece2®el996 and six months ended June 30, 1997ectésely. The pro forma financial
position data as of June 30, 1997 assume thatrdresdction was consummated as of such date. THenpna financial data of PKS should
read in conjunction with PKS' historical consolehfinancial statements and the notes theretotentPro Forma Financial Information”
included elsewhere herein or incorporated by refeze

(2) The pro forma information assumes, in two safgascenarios, that 1,500,000 shares (Scenariedlthat 3,000,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 CorwverPeriod.

(3) The PKS Board approved the Transaction at eiapmeeting on August 14, 1997. The pro forma ltesaf operations, financial position
and per common share data assume the earningsietdtand balance sheet accounts of the ConstruGtionp have been removed as a r¢

of the Transaction. In addition, the operating lssand financial position of C-TEC have been r&#e as an equity method investment in the
pro forma data due to C-TEC's pending reorganimatibich will reduce PKS' voting interest below fifbercent.

(4) The aggregate redemption value of Class C StadkClass D Stock at June 30, 1997 was $404 miliad $1,333 million, respectively.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.
(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

(5) The 1995 and 1996 Class C Stock dividends @160 and $.70 per share dividends declaredds a8d 1996, but paid in January of
the subsequent year. The 1995 and 1996 Class R 8ividends include $.50 per share dividends dedli@m 1995 and 1996, but paid in
January of the subsequent year. Pro forma dividbads not been presented as the amount of anyedid&that may have been declared i
Transaction had occurred as of the beginning ofglpective periods cannot be determined.

(6) Pursuant to the PKS Certificate, the stockepaalculation of a share of Class C Stock and @eaSsock is computed annually at the end
of the fiscal year, except that adjustments tostbek price to reflect dividends are made at thieetsuch dividends are declared.

See "Selected Historical and Pro Forma FinancighD&Peter Kiewit Sons', Inc." for further infortiem.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA
OF THE CONSTRUCTION GROUP

(To be operated by PKS Holdings, Inc. which willleeamed "Peter Kiewit Sons', Inc." following trensummation of the Transaction)

HISTORICAL PR O FORMA (1)(2)
SIX MONTHS ENDED
FISCAL YEAR FIS CAL YEAR ENDED
ENDED JUNE 30, DEC EMBER 28, 1996
SCENA RIO  SCENARIO
1995 1996 1996 1997 1 2
(DOLLARS IN MILLIONS, EXCEPT PER SHARE A MOUNTS)
RESULTS OF OPERATIONS:
REVENUE. ..o $ 2,330 $ 2,286 $ 1,072 $ 1,047 $ 2 286 $ 2,286
Net earnings..........cccvveevveeeeeiiveeninns 104 108 36 50 107 105
FINANCIAL POSITION:
Total aSSetS....uveveeeieiieieiieeeeeeenne $ 977 $ 1,036 $ 1,117
Current portion of long-term debt............. 2 - 2
Long-term debt, less current portion.......... 9 12 16
Stockholders' equity(3)......cccccvvveennnn. 467 562 559
PER COMMON SHARE:
Net earnings:
Primary.......ccocceevvieeiiiiiecieees $ 778 % 1013 $ 346 $ 534 $ 1 121 $ 13.12
Fully diluted.... 7.62 9.82 3.36 5.13 1 121 13.12
Dividends(4)..... 1.05 1.30 0.60 0.70
Stock price(5)... 32.40 40.70 31.80 40.00
Book value.........ccceoveevecriiiiiienne 4290 51.02 4534 5538

SIX MONTHS ENDED
JUNE 30, 1997

1 2
RESULTS OF OPERATIONS:
REVENUE........oeeceeeeeee et $ 1,047 $ 1,047
Net earnings..........cccvveevveeeeeiieennnns 49 48
FINANCIAL POSITION:
Total aSSetS....uuuvveeeiiieieiieeeeeeenne $ 1,056 $ 996
Current portion of long-term debt............. 2 2
Long-term debt, less current portion.......... 6 6
Stockholders' equity(3).......ccccovvveernnnen. 505 445
PER COMMON SHARE:
Net earnings:
Primary......cccoooevvenienniesie e $ 592 $ 7.10
Fully diluted.... 5.92 7.10
Dividends(4).....

Stock price(5)... 42.50 43.00
Book value.........cccceeeuvveiiiieeniinnns 55.92 59.09

(1) The pro forma results of operations data areprded assuming the Transaction was consummat&goember 31, 1995 and December
29, 1996 for the fiscal year ended December 286 B9l six months ended June 30, 1997, respectiVely/ pro forma financial position data
as of June 30, 1997 assume that the Transactiocev@simmated as of such date. The pro forma finhdata of the Construction Group
should be read in conjunction with the ConstructBroup's historical financial statements and thiesithereto and the "Pro Forma Financial
Information" included elsewhere herein.

(2) The pro forma information assumes, in two saf@ascenarios, that 1,500,000 shares (Scenariudlthat 3,000,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 ConwerPeriod.

(3) Ownership of Class C Stock is restricted tdairremployees and conditioned upon the executisepurchase agreements which restrict
the employees from transferring the stock. PKS g#lyemust repurchase shares of Class C Stock dporand of the holder of such stock at
the then-applicable Class C Per Share Price, porsodhe PKS Certificate. The aggregate redemptaue of the Class C Stock at June 30,
1997 was $404 million.

(4) The 1995 and 1996 Class C Stock dividends dei60 and $.70 per share dividends declareddb @8d 1996, respectively, but paid in
January of the subsequent year. Pro forma dividbads not been presented as the amount of anyedidgdthat may have been declared i
Transaction had occurred as of the beginning ofd¢kpective periods cannot be determit



(5) Pursuant to the PKS Certificate, the stockepdalculation of a share of Class C Stock is cosgbannually at the end of the fiscal year,
except that adjustments to the stock price tocetlevidends are made at the time such dividendslaclared.

See "Selected Historical and Pro Forma FinancighD&the Construction Group" for further informaati
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RISK FACTORS REGARDING PKS HOLDINGS AFTER THE TRANS ACTION AND
OWNERSHIP OF THE WARRANTS

If the Transaction is consummated, holders of Ca&tock will receive shares of PKS Holdings Stiocke Share Exchange and receive
Warrants in the Warrant Distribution. Holders o&&3 C Stock should consider carefully, in additmthe other information set forth in this
Proxy Statement/Joint Prospectus, the factorostt below.

LOSS OF CONVERSION RIGHT

Holders of PKS Holdings Stock (I.E., the formerdegs of Class C Stock) will have no rights compkrad the Conversion Right, which
permits holders of Class C Stock to convert shaf&lass C Stock into Class D Stock. Consequeskiguld the Transaction be
consummated, the 1997 Conversion Period would ééirthal opportunity to convert shares of Class @ckinto Class D Stock. Since there
can be no assurance that the Transaction will hewsomated, holders of Class C Stock who conveitt shares of Class C Stock during the
1997 Conversion Period should consider the poterdiasequences of a failure to consummate the actios. See "Risk Factors Regarding
Diversified Holdings After the Transaction--No Asance of Transaction Completion” and "--Potentiah§€equences of a Failure to
Consummate the Transaction.”

FUTURE SALES OF PKS HOLDINGS STOCK BY PKS HOLDINGS

PKS offers Class C Stock for sale to employees alhnurhe PKS Board and management select the graptoto whom Class C Stock is to
be offered and determine the number of shares aifered to each such employee based upon consimeni a wide range of factors,
including the employee's effort and relative cdnition to PKS' economic performance, the employleetd of responsibility, the potential
displayed by the employee, the employee's leng#ienfice, and the amount of Class C Stock presemthed by the employee. The PKS
Board and management also consider any sales versions of Class C Stock by an employee permitteter the PKS Certificate in
determining whether to offer Class C Stock to tipleyee in the following year and have generallglided to sell Class C Stock to the
employee in the year following such sale or coneers

The PKS Holdings Board and management expect tgioskr criteria in determining the PKS Holdings@oyees to whom PKS Holdings
Stock will be offered, and the number of shareBKWE Holdings Stock to be offered to each such eygapin 1998. Accordingly, PKS
Holdings expects that the PKS Holdings Board andagament will not offer PKS Holdings Stock for sale1998 to a holder of Class C
Stock who has converted Class C Stock during t9& Tnversion Period. Furthermore, PKS Holdingsdu intend to modify any criteria
utilized to determine participation in its employsteck ownership program for purposes of enabligrg@ns who converted Class C Stock
during the 1997 Conversion Period to restore a evatpe level of holdings of PKS Holdings Stock tels persons through future sales.

LIMITATION OF VALUE OF WARRANTS

The exercise price (the "Exercise Price") of therifats is not fixed, but is equal to the Trading®(as defined) of the Diversified Holdings
Stock minus the Fixed Dollar Discount (as definéddy.a result, the value of the Warrants is limitedhe amount by which the Trading Price
exceeds the Exercise Price, or the Fixed Dollac@ist. The Fixed Dollar Discount can vary from aimium of $15.00 per share to a
maximum of $25.00 per share, based on the Tradiicg Bnd subject to certain adjustments. AlthoughWarrant is being issued in
recognition of the potential value of the ConvensiRight, the rights of a holder of a Warrant arethe same as the rights of a holder of Class
C Stock with respect to the Conversion Right. S&estription of the Warrants."
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LIMITATIONS ON EXERCISE AND TRANSFER OF THE WARRANT S

The Warrants may not be exercised prior to thaexad occur of (x) the exercise period followidgetDecember 31, 1999 valuation used to
determine the Exercise Price of the Warrants ifeBdified Holdings Stock is not yet publicly tradead (y) 90 days (subject to extension u
180 days under certain circumstances) after DifiledsHoldings Stock becomes publicly traded. Funth@re, a Warrant may only be
exercised upon the earliest of (i) the repurchasedemption by PKS Holdings of the share of PK3dihgs Stock to which such Warrant is
attached, (ii) the exchange of the share of PKSlidgk Stock to which such Warrant is attached &mother class of securities of PKS
Holdings intended to be issued primarily to perdeasing employment of PKS Holdings and (iii) Apti, 2006. Notwithstanding the
limitations described in the preceding two sententiee Warrants will be exercisable after the amee of a change of control of Diversified
Holdings. If Diversified Holdings Stock is not piddy traded, exercisable Warrants may be exeraiggohg a twenty-day period each year
following the natification to the registered holdef Warrants of the Exercise Price for such yé&iversified Holdings Stock is publicly
traded, exercisable Warrants may be exercisedglarseven-day period each month. See "DescripfittmdVarrants."

No Warrant may be transferred prior to the SharehBRrge. Following the Share Exchange and pridnaditst day on which a given Warre
becomes exercisable, such Warrant may only befenaed (i) to Diversified Holdings or

(i) in a simultaneous transfer to the same tranegfevith the share of PKS Holdings Stock to whigbhsWarrant is attached provided that
such transfer of such share of PKS Holdings Steglermitted by the PKS Holdings Certificate. Sees@iption of the Warrants."

TRANSFERS FROM THE CONSTRUCTION GROUP

Whenever Class C Stock is converted into Classdok$it has been PKS' practice (although the tevhitke PKS Certificate do not require
that it do so) to transfer funds from the ConsinrcGroup to the Diversified Group, in an amouna&do the aggregate Class C Per Share
Price of the Class C Stock so converted, in oralatrthe conversion will not have the effect of tlilg the Class D Formula Value. PKS will
take the same action with respect to Class C Stonkerted into Class D Stock during the 1997 CasivarPeriod. Thus, the more Class C
Stock that is converted during the 1997 ConverBieriod, the greater the funds that will be transfitfrom the Construction Group to the
Diversified Group. For example, if 1,500,000 shak€lass C Stock were converted into Class D Sthaing the 1997 Conversion Period,
PKS would transfer $72,000,000 from the Construc@uoup to the Diversified Group; if 3,000,000 siwof Class C Stock were converted
into Class D Stock during the 1997 Conversion ReRKS would transfer $144,000,000 from the Comsimn Group to the Diversified
Group (calculated in each case assuming a yeat@9id Class C Per Share Price of $48.00). PursaahetPKS Certificate, the PKS Board
has set the Conversion Cap, which limits to 3,000 ghares the number of shares of Class C Stotkdhae converted during the 1997
Conversion Period. The Construction Group will equired to borrow funds to make the appropriatesfier. The degree to which PKS
Holdings is required to become leveraged couldgugdrtain circumstances, limit its financial aqebmting flexibility. See "The Transaction-
-Conversion of Class C Stock Prior to the Transacti

EFFECT OF SEPARATION OF THE BUSINESS GROUPS

The Construction Group from time to time has penfed construction services for Diversified Group pamies. After the Transaction is
consummated and the Business Groups are no loffiiated, opportunities might not be availablettee Construction Group to the same
extent as before the Transaction.
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NO ASSURANCE OF ACHIEVEMENT OF BUSINESS OBJECTIVE

The PKS Board believes that separation of the BssitGroups will allow the management of the Cootitm Group to focus its attention ¢
financial resources on its business. Although PKl&hes that the Transaction will enable PKS Haldito achieve this objective, there can
be no assurance as to whether and to what exisriiukiness objective of the Transaction will bkieeed if the Transaction is consummat
See "The Transaction--Background and Purposesoftansaction."

CURRENT REGISTRATION STATEMENT AND STATE REGISTRATI ON REQUIRED TO EXERCISE WARRANTS

Diversified Holdings will be able to issue sharé®oversified Holdings Stock upon exercise of thaiénts only if there is a current
registration statement then in effect with respecuch Diversified Holdings Stock, and only if Bugiversified Holdings Stock is qualified
for sale or exempt from qualification under appbieastate securities laws. PKS has undertakendp karrent a registration statement which
will permit the issuance of Diversified Holdingso8k upon exercise of the Warrants, but there camob@ssurance that it will be able to do
Although PKS has undertaken to qualify for saleshares of Diversified Holdings Stock issuable uprercise of the Warrants, or seek an
exemption for such sale, under applicable stateriéiss laws, no assurance can be given that sualifigation will occur or that such
exemptions will be available. The Warrants may éprived of any value and any market for the Wasamay be limited if a current
prospectus covering Diversified Holdings Stock ugimmexercise of the Warrants is not kept effeativé such Diversified Holdings Stock is
not qualified or is not exempt from qualificatiamthe jurisdiction in which the holders of the Wants reside. See "Description of the
Warrants."

FORWARD-LOOKING INFORMATION MAY PROVE INACCURATE

This Proxy Statement/Joint Prospectus containgiceitorward-looking statements and informationtia@to PKS Holdings that are based on
the beliefs of PKS or management of PKS or the €oatson Group as well as assumptions made by @fiodmation currently available to
PKS or such managements. When used in this docuthentvords "anticipate”, "believe", "estimate" dedpect” and similar expressions, as
they relate to PKS or PKS Holdings or the manageémERKS or the Construction Group, are intendeiémtify forwardiooking statement
Such statements reflect the current views of PKB®@iConstruction Group with respect to future és@md are subject to certain risks,
uncertainties and assumptions, including the @skdrs described in this Proxy Statement/Jointg&ratsis. Should one or more of these risks
or uncertainties materialize, or should underlydisgumptions prove incorrect, actual results may reaterially from those described herein

as anticipated, believed, estimated or expecteh&ePKS nor PKS Holdings intends to update tHesgard-looking statements.
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RISK FACTORS REGARDING DIVERSIFIED HOLDINGS AFTER T HE TRANSACTION

If the Transaction is consummated, holders of Ca&tock will continue to hold the shares of ClBsStock which they held immediately
prior to the Effective Time and holders of ClasStGck will receive Warrants. Upon filing of the @ficate Amendments, Class D Stock will
be redesignated and modified as Diversified HolgliStpck and the Warrants will entitle the holdéer¢of to purchase Diversified Holdings
Stock. Holders of Class C Stock and Class D Sthokilgl consider carefully, in addition to the otirdormation set forth in this Proxy
Statement/Joint Prospectus, the factors set fatiwb

NO ASSURANCE OF ACHIEVEMENT OF BUSINESS OBJECTIVES

The Transaction is intended, among other thing§) fmermit the Diversified Group to attract andaia the senior management and emplo
needed to implement and develop the Diversifiedu@Expansion Plan, including James Q. Crowe aridoRglas Bradbury, (ii) enable the
Diversified Group to access the capital marketsrder to fund the Expansion Plan on more advantagorms than would be available to
Diversified Group as part of PKS, (iii) enable iwersified Group to pursue strategic investmenmis acquisitions, as part of the Expansion
Plan, which could be foreclosed to the Diversifi@dup as part of PKS and (iv) allow the manageméttie Diversified Group to focus its
attention and financial resources on its businEssre can be no assurance as to whether and toewteat any of the business objectives of
the Transaction will be achieved if the Transact®oonsummated. See "The Transaction--BackgronddParrposes of the Transaction."

NO ASSURANCE OF TRANSACTION COMPLETION

If the Transaction is consummated, the 1997 ComweiReriod will be the last opportunity for holdefsClass C Stock to convert Class C
Stock into Class D Stock. In deciding whether towest their Class C Stock, such holders of Clag&tdek should recognize that
consummation of the Transaction is subject to stolder ratification of the Transaction, satisfantif the Tax Condition and the decision of
the PKS Board to proceed with the Transaction. dlthh it is likely that a holder of Class C Stocll whow whether PKS Stockholders have
ratified the Transaction before the holder must enalconversion decision for the 1997 ConversiomBeit is unlikely that a holder of Class
C Stock will know whether the Tax Condition will Batisfied when the holder makes that decisiontheamore, the PKS Board could
determine to abandon, defer or modify the Traneadfiit were to determine that such action weréhim best interests of all PKS
Stockholders. Accordingly, holders of Class C Stelgcting to convert Class C Stock into Class Dxistiuring the 1997 Conversion Period
will have no assurance that the Transaction wilttesummated.

POTENTIAL CONSEQUENCES OF A FAILURE TO CONSUMMATE T HE TRANSACTION

Pursuant to the executive retention agreement arf&8) KDG and James Q. Crowe (the "Retention Agesdt), if the Transaction is
abandoned and if, as currently anticipated, Mrweroesigns as Chief Executive Officer of KDG, Mro@e is entitled to acquire
substantially all of the Diversified Group's asgetating to the Expansion Plan, at the Diversif@wup's book value for those assets, and to
pursue the business contemplated by the ExpanonoBtside of the Diversified Group. It is antaipd that such book value will be
substantially lower than the amount of the DivéesifGroup's aggregate investment in such assets'Cetain Relationships and Related
Transactions." If Mr. Crowe chooses to exercise ghirchase right, it is likely that substantiallycd the employees retained to pursue the
Expansion Plan would follow Mr. Crowe. As a resiilthe Transaction is abandoned for any reasds,gbssible that Mr. Crowe will leave
the Diversified Group, that the Diversified Grouplwave to retain new senior management, thattiversified Group will not be able to
pursue the Expansion Plan and that the Divers@iszlip would have to redirect significantly its mess strategy.
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EXPANSION PLAN RISKS

The decision of the Diversified Group to pursue Ex@ansion Plan entails significant and substansik not presented by the other
Diversified Group businesses or current ownershiplass D Stock. These risks include:

INCREASE IN EMPHASIS ON INFORMATION SERVICES BUSINES. The Expansion Plan represents a major incihe@&sephasis by
the Diversified Group on its information servicasimess. In addition, the Expansion Plan provideshe creation of a new facilities-based
Internet communications network. The Expansion Han an early stage of development, thus makmgwaluation of its risks and rewards
extremely difficult and speculative. Furthermolee Expansion Plan's focus on the information sesvimusiness and the creation of an
information services network ultimately will reduttee overall diversification of the Diversified Gngs businesses, thus increasing the risk
that a downturn in a single area of business cadlersely affect overall Diversified Group perfomoa.

OPERATING LOSSES. The Diversified Group has recdndet profits in each year since it was establisfibé development of the
Expansion Plan, however, will require significaapital expenditures, a substantial portion of whidhbe incurred before any related
revenues from the Expansion Plan are realized.eTaggenditures, together with the associated epedyating expenses, will result in
negative cash flow until an increased customer Isasstablished, and could result in substantialasses for the Diversified Group in the
developmental years of the Expansion Plan. Thatéeano assurance that Diversified Holdings wilbbée to achieve or sustain profitability
in the future. In addition, net losses by the Dsified Group would reduce the formula price at vahiiversified Holdings is required to
repurchase Diversified Holdings Stock.

SIGNIFICANT CAPITAL REQUIREMENTS. Diversified Holdigs expects to fund the Expansion Plan throughiegisesources, internally
generated funds and additional debt or equity fiivamas appropriate. In addition, Diversified Holgs could sell or dispose of existing
businesses or investments to fund the Expansian Plere can be no assurance, however, that Diieet$ioldings will be successful in
producing sufficient cash flow or raising sufficietebt or equity capital on terms that it will cales acceptable, and proceeds of dispositions
of Diversified Group assets might not reflect thetrinsic value. Failure to generate sufficiemds may require Diversified Holdings to de

or abandon some of its future expansion or experatit which could have a material adverse effedtsogrowth.

COMPETITION. All the businesses encompassed byttgansion Plan are subject to significant commetifrom a wide variety of
competitors in the information services and teleecamications industries. Many of these existing patintial competitors have more
experience than the Diversified Group and finangatsonnel and other resources significantly grahaan those of the Diversified Group.

IMPLEMENTATION RISKS. Implementation of the ExpansiPlan will require a rapid expansion of informatservices offerings and
accelerated development of a facilities-based hetemetwork. This expansion and development willedtel on, among other things,
Diversified Holdings' ability to assess marketssige fiber optic network backbone routes, instadilities and obtain rights-of-way, building
access and any required government authorizatioti®apermits. As a result, there can be no assartrat Diversified Holdings will be able
to accomplish all of the tasks necessary to impidrtiee Expansion Plan. If Diversified Holdings @t mble to accomplish those tasks
efficiently and effectively, there will be a matdradverse effect on its growth.

RAPID TECHNOLOGICAL CHANGES. The businesses encossga by the Expansion Plan are subject to rapicigmificant changes in
technology. While Diversified Holdings believestthfar the foreseeable future, these changes wilhinder the Expansion Plan, the effec
technological changes on the Expansion Plan carmptedicted.
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DEPENDENCE ON KEY PERSONNEL. Diversified Holdingslsinesses will be managed by a small number otkegutive officers,
particularly James Q. Crowe, Chief Executive Offi@nd R. Douglas Bradbury, Chief Financial Offidée loss of certain of whom could
have a material adverse effect on Diversified Haddi Diversified Holdings believes that its futstecess will depend in large part on its
ability to attract and retain highly skilled, kn@digeable, sophisticated and qualified personnel.

OPERATIONAL ISSUES ARISING FROM RAPID GROWTH. Manamgent of the business of the Diversified Groupreasired and will
continue to require, among other things, contindegklopment of financial and management contralshér controls of operating expenses
as well as other costs, and the training of nevgqrerel. There can be no assurance that Diversiftddings will be able to manage
successfully this growth and development. As Dified Holdings continues this strategy of growthatigh investment and acquisitions,
there can be no assurance that Diversified Holdiitife able to identify other suitable candidatesstrategic investment and acquisition on
acceptable terms or that it will be able to obthmrequisite financing for any such future investits or acquisitions. Additionally, there can
be no assurance that any future investments oiisitiqas will not have a material adverse effectinersified Holdings' operating results or
on the value of Diversified Holdings Stock, partarnly during the period immediately following suabquisitions.

LIMITED PUBLIC MARKET FOR DIVERSIFIED HOLDINGS STOC K; NO ASSURANCE AS TO LISTING

There has been an extremely limited market for CIastock since its initial issuance in 1992. ClasStock is not currently listed for trading
on any stock exchange or market. Diversified Haldidoes not expect to list Diversified Holdingsctéor trading on a stock exchange or
market at the Effective Time. Diversified Holdinggpects that it will not seek such a listing uittiaises capital through a public equity
offering or desires to have a listed equity seguaitailable for acquisitions. Any determinatiorrédse public equity capital will depend on a
number of factors including, without limitation, @irsified Holdings' capital needs, the availabitityd attractiveness of alternative sources of
capital, the performance of Diversified Holdingslamonditions in the public equity markets. Accoglin no assurance can be given that
Diversified Holdings Stock will be listed for tradj in the future, or, if it is, when such listingiMbe accomplished or whether an active
trading market will develop or be sustained.

MODIFICATION OF REPURCHASE OBLIGATION

Under the PKS Certificate, PKS has an obligatiorefmurchase Class D Stock on the terms describéer U@omparison of Class D Stock
Diversified Holdings Stock." The PKS Certificateopides that PKS may deliver promissory notes wittva-year term to satisfy its
repurchase obligation if more than 10% of the shafeClass D Stock are tendered for repurchaseyircalendar year. Diversified Holdings'
obligation to repurchase Diversified Holdings Stedk be modified by the Certificate Amendmentspimvide that such promissory notes
have such term to maturity, up to ten years, aPthersified Holdings Board may determine. Thuddeos of Diversified Holdings Stock
may, under certain circumstances, have stock reépsad on less favorable terms than would holde®a¥s D Stock.

The modification of the repurchase obligation witBpect to Class D Stock may cause lenders thatdwended credit secured by Class D
Stock to conclude that the value of their colldtbes been adversely affected and, as a resubie tkeders may require borrowers to provide
additional collateral. Furthermore, lenders mayess willing to extend credit secured by Divergifidoldings Stock.

DIVIDEND POLICY

Diversified Holdings' dividend policy following th&ransaction will be determined by the Diversiftédidings Board. Under Delaware law
and the Diversified Holdings Certificate, the Disiied Holdings Board will not be required to deelaividends on any class of Diversified
Holdings capital stock and will be free to adopttsdividend policy as it deems appropriate anchénge its dividend policies and practices
from time to time. It is not anticipated that Dig#ied Holdings will pay dividends to the holders
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of Diversified Holdings Stock in the foreseeabltufe. See "Comparison of Class D Stock and Diviesifioldings Stock."
EFFECT OF SEPARATION OF THE BUSINESS GROUPS

The Diversified Group from time to time has beendduced to business relationships or investmepodpnities as a result of its affiliation
with the Construction Group. After the Transacti®sonsummated, those relationships and opporésnitight not be available to Diversifi
Holdings. In addition, the Construction Group hasfgrmed and is currently performing services fosihesses of the Diversified Group.
Although those service arrangements are negotatadns length, the use of an affiliated contractor have many benefits, including eas
contract administration and efficient resolutiordifputes. After the Transaction is consummatedeiBified Holdings will no longer enjoy
the benefits of using an affiliated contractor.

CERTAIN LIMITATIONS ON CHANGES IN CONTROL OF DIVERS IFIED HOLDINGS

The Diversified Holdings Certificate and the By-&wof Diversified Holdings as proposed to be in efg the Effective Time (the
"Diversified Holdings By-laws") will contain certaiprovisions which could have the effect of delgyideferring or preventing a change in
control of Diversified Holdings, even if such a olga would be favorable to the interests of theldtolders of Diversified Holdings, and of
limiting any opportunity to realize premiums oveeyailing market prices for Diversified Holdingso8k in connection therewith. These
provisions include, but are not limited to, prowiss providing for the classification of the Divédiesil Holdings Board, authorizing the issua
of preferred stock without stockholder approval apdn such terms as the Diversified Holdings Baaay determine, prohibiting stockhol
action by written consent, and eliminating theigpdf stockholders to call special stockholder tivegs and requiring stockholders to comply
with certain procedures in order to nominate pesgonelection as directors or to introduce bussrteshe considered at an annual or special
meeting of stockholders. Furthermore, it is antitégl that the Diversified Holdings Board will adepstockholder rights plan (the
"Diversified Holdings Rights Plan"), which couldveathe effect of delaying, deferring or preventinghange in control and of limiting any
opportunity to realize premiums over prevailing kerprices. See "The Certificate Amendments" anaifiarison of Class D Stock and
Diversified Holdings Stock."

DILUTION RESULTING FROM EXERCISE OF WARRANTS

The Warrants are structured so that the Exercise Riill always be at a discount to the TradingBrias defined) of Diversified Holdings
Stock throughout the term of the Warrants. Accagllinsubstantially all Warrants are likely to beeesised and the exercise of the Warrants
will in all cases cause dilution to the other hotdef Diversified Holdings Stock. Further, the terom which Diversified Holdings obtains
financing may be affected by the existence of theMahts. In addition, the possibility of approxielgtsimultaneous exercise of significant
numbers of Warrants may adversely affect the mamkeé of the shares of Diversified Holdings StoSke "Description of the Warrants."

FORWARD-LOOKING INFORMATION MAY PROVE INACCURATE

This Proxy Statement/Joint Prospectus containgiceitrward-looking statements and information tiatpto Diversified Holdings that are
based on the beliefs of the management of PKS treoDiversified Group as well as assumptions niadand information currently availal

to PKS or such managements. When used in this dacitihe words "anticipate"”, "believe", "estimadgitl "expect” and similar expressions,
as they relate to PKS or Diversified Holdings a thanagement of PKS or the Diversified Group, atenided to identify forward-looking
statements. Such statements reflect the currewswié the management of PKS or the Diversified @raith respect to future events and are
subject to certain risks, uncertainties and assiomgtincluding the risk factors described in tAigxy Statement/Joint Prospectus. Should
or more of these risks or uncertainties materiatizeshould underlying assumptions prove incorractiial results may vary materially from
those described herein as anticipated, believéithated or expected. Neither PKS nor Diversifiedditmys intends to update these forward-

looking statements.
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THE SPECIAL MEETING
DATE, TIME AND PLACE OF THE SPECIAL MEETING
The Special Meeting will be held on, 1997, at D0a0m. local time, at the Cloud Room, Kiewit Pla@aaha, Nebraska 68131.
PURPOSE OF THE SPECIAL MEETING
The Special Meeting is being held to consider asté wpon (i) ratification of the Transaction anjl dpproval of the Certificate Amendmer
RECOMMENDATION OF THE PKS BOARD

The PKS Board has unanimously approved the Traiogaahd the Certificate Amendments and recommematsRKS Stockholders vote to
ratify the Transaction and approve the Certifidateendments. For a description of the reasons ®iTtlansaction, see "The Transaction--
Background and Purposes of the Transaction." Fl@saription of the reasons for the Certificate Adraents, see "The Certificate
Amendments." Each member of the PKS Board hasateticto PKS that he intends to vote all of hisebaf Class C Stock and Class D
Stock to ratify the Transaction and to approveGeetificate Amendments.

SPECIAL MEETING RECORD DATE

PKS Stockholders at the close of business on ,,1887Special Meeting Record Date, are entitlegotice of and to vote at the Special
Meeting.

APPRAISAL RIGHTS
PKS Stockholders will not be entitled to apprarigits as a result of the Transaction.
VOTING

Although stockholder action with respect to theriBaction is not required under applicable law erRIKS Certificate, the PKS Board has
determined to seek stockholder ratification of Tn@nsaction due to the importance of the Transa¢td®KS and the PKS Stockholders.
Ratification of the Transaction requires the affitime vote of (i) a majority of the shares of Cl&Stock present and voting at the Special
Meeting, voting separately as a class, and

(i) a majority of the shares of Class D Stock présand voting at the Special Meeting, voting safady as a class. Approval of the Certificate
Amendments under Delaware law and the PKS Cettiificequires the affirmative vote of (x) at leas¥86f the outstanding shares of Class C
Stock, voting separately as a class, (y) a majofithe outstanding shares of Class D Stock, vatgpgarately as a class, and (z) a majority of
the outstanding shares of Class C Stock and Cl&&®E&k, voting together.

Each share of PKS Stock outstanding at the closeisihess on the Special Meeting Record Date ifezhto one vote at the Special Meeti
As of the Special Meeting Record Date there weegeshof Class C Stock and shares of Class D Suttskamding and entitled to vote at the
Special Meeting. The representation in person gurbyy of at least a majority of the outstandingrgls entitled to vote is necessary to
provide a quorum at the Special Meeting. Absterstiand "non-votes" are counted as present in detergnwvhether the quorum requirement
is satisfied. A "nonvote" occurs when a broker or other nominee holdimgyes for a beneficial owner votes on one prdpbaadoes not vol
on another proposal. Abstentions and "non-vote#"haive the effect of votes against the Certifichteendments.
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PROXIES

All shares of PKS Stock represented by properlycetar proxies will, unless such proxies have preslypbeen revoked, be voted at the
Special Meeting in accordance with the directiongh® proxies. If no direction is indicated on agerly executed proxy, the shares will be
voted in favor of the proposals. If any other mati@re properly presented at the Special Meetingdtion, which is not anticipated, the pr¢
holders will vote the proxies (which confer autltytd such holders to vote on such matters) in @zrtce with their best judgment. Any PKS
Stockholder returning a proxy may revoke it at ime before it is voted by communicating such retimn in writing to the Stock Registrar
of PKS or by executing and delivering a later-dgieaky. In addition, any person who has executptbay and is present at the Special
Meeting may vote in person instead of by proxyreébg canceling any proxy previously given, whetbienot written revocation of such
proxy has been given. Any written notice revokingraxy should be sent to Peter Kiewit Sons', Ih0Q0 Kiewit Plaza, Omaha, Nebraska
68131, Attention: Stock Registrar.

If a quorum is not present at the time the Spédrsting is convened, or if PKS believes that addai time should be allowed for the
solicitation of proxies or for any other reason,iay adjourn the Special Meeting from time to timpen a vote of a majority of PKS
Stockholders present at the Special Meeting inqmeos by proxy. If PKS proposes any adjournmernthefSpecial Meeting by a vote of PKS
Stockholders, the persons named in the encloseddbproxy will vote all shares of PKS Stock for iatn they have voting authority in favor
of such adjournment.

SOLICITATION COSTS

PKS will bear the costs of this solicitation. Ind&ébn to solicitation by mail, banks, brokers, asttier custodians, nominees and fiduciaries
will be requested to supply proxy material to tleaéficial owners of Class C Stock and Class D Stdekhom they have knowledge, and
will be reimbursed for their expenses in so doidgrtain directors, officers and other employeeBKS, not specially employed for the
purpose, may solicit proxies, without additionahteneration therefor, by personal interview, mailephone or telefax.
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THE TRANSACTION
GENERAL

PKS Stockholders are being asked to ratify thesiletiof the PKS Board to effect the Transactionictvlvould separate the Construction
Group and the Diversified Group into two indepenidgmmpanies. The Transaction will be consummatebeaEffective Time, which will be

a date to be determined by the PKS Board aftesdltisfaction of the conditions of the Transacti®ae "--Conditions of the Transaction." The
Transaction consists of the Share Exchange and/dreant Distribution. It is currently anticipateubt the Effective Time would occur during
the second quarter of 1998. At the Effective Titmeresolution of the PKS Board pursuant to exispngvisions of the PKS Certificate, the
PKS Board will cause each outstanding share ofSdTaStock to be mandatorily exchanged, pursuathit&hare Exchange, for one share of
PKS Holdings Stock.

As a result of the Share Exchange: (i) PKS Holdirgsewly formed, direct, wholly owned subsidiafyP&KS, will become an independent
company conducting the business of the Constru@iarup, and each share of Class C Stock outstarditige Effective Time will be
mandatorily exchanged for one share of PKS HoldBigek; and (ii) PKS will become an independent pany conducting the business of
the Diversified Group, and the shares of ClassalSoutstanding at the Effective Time will constétthe only outstanding shares of capital
stock of PKS. Immediately following the Share Exatpa, PKS Holdings will be renamed "Peter Kiewit Spinc." and PKS will be renamed
"Diversified Holdings, Inc." Prior to the EffectivEime, PKS will effect the Warrant Distribution bigclaring a dividend of eighienths of on
Warrant with respect to each then-outstanding stia@ass C Stock. At the Effective Time, the eitgriths of one Warrant will attach to the
share of PKS Holdings Stock which will be exchanfgdsuch share of Class C Stock in the Share EhgdheCertificates representing the
Warrants will not be distributed until after thea®& Exchange is consummated. See "--The Warratiliigon." For an explanation of
certain factors to be considered with respecteolifansaction, see "Risk Factors Regarding PKSikigédAfter the Transaction and
Ownership of the Warrants" and "Risk Factors Reiggr®iversified Holdings After the Transaction."

BACKGROUND AND PURPOSES OF THE TRANSACTION

THE 1992 AMENDMENT. In January 1992, PKS Stockhetdapproved an amendment to the PKS Certificage"t892 Amendment")
pursuant to which each share of PKS' then exigfilags C stock was automatically exchanged for baeesof Class C Stock and one share of
Class D Stock. The 1992 Amendment also provideddrslof Class C Stock with the right to convertsSl€ Stock into Class D Stock,
exercisable during the period from October 15 tgtobecember 15 of each year and effective Januafytte following year, on the basis of
the ratio of the Class C Per Share Price to theddaPer Share Price in effect on such Januaripd. 1892 Amendment was intended to
provide PKS Stockholders with separate interestserBusiness Groups without diminishing the begseff remaining a single corporation or
restricting PKS future restructuring options, andémove potential demands on PKS' equity basepted by the repurchase obligation as
then set forth in the PKS Certificate. The convargirovision achieved the latter goal by permittimdders of Class C Stock who were
leaving the employment of PKS to convert their €l@sStock, tax-free, into another PKS equity ségimstead of selling Class C Stock back
to PKS for cash on a taxable basis.

The Consent Statement and Prospectus of PKS dateghfber 5, 1991 (the "Consent Statement") distithtd the holders of the then
existing Class C Stock in connection with the 18@&2endment acknowledged the possibility of futurélputrading of Class D Stock, or of a
permanent separation of the Construction Grouptlaadiversified Group. In the Consent StatementSRKknowledged that, in the future, it
might facilitate the public trading of Class D Statepending upon a number of factors, includingdésirability of reducing the Class D
Stock repurchase obligation, the need to raisdaldpy issuing Class D Stock in the public and atévcapital markets and the maturation of
the Diversified
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Group businesses. The Consent Statement also thatednder the 1992 Amendment, PKS could, uponcathivds vote of the PKS Board,
require a mandatory exchange of Class D Stock @s<OC Stock for the stock of the related Diverdifsroup or Construction Group
subsidiary in order to "spin-off" the subsidiary.

DIVERSIFIED GROUP DEVELOPMENT. At the time of th®32 Amendment, the Diversified Group assets induglébstantial cash
resources, coal mining properties and several smalestments in start-up or early growth stagaganies, such as PKSIS, MFS and
CalEnergy. At the time, the Diversified Group'sitassources had been derived primarily from the sathe packaging and other businesses
that had comprised The Continental Group, Inc. &the 1992 Amendment, the Diversified Group hassted substantial additional sums in
PKSIS, MFS and CalEnergy, and has made significameistments in new businesses, such as the 199sammn of C-TEC, a series of
international power generation projects with Cakiggeand the joint acquisition with CalEnergy in 83& Northern Electric plc.

As the Diversified Group business has grown, th&B¢ard has from time to time considered propdsénded to address issues created by
that growth, including proposals for the listing@hss D Stock and proposals for the separatidgheo€onstruction Group and the Diversified
Group. In 1995, the PKS Board considered propdealihe listing of Class D Stock and for the sefiareof the Business Groups before
approving a tax-free spin-off of the DiversifieddBp's ownership interest in MFS as a way to proMide with the maximum flexibility
possible to raise capital in the public capital keés and to grow through acquisitions and as atvaygdress the substantial disparity at that
time between the value of the Diversified Groupihess, on one hand, and the Class D Formula Valde&Ctass D Per Share Price, on the
other.

MANAGEMENT STUDY OF ALTERNATIVES. Although the MFSpin-off dealt with some of the issues facing PK3995, PKS
continued to be confronted by issues created bgrtbwth of the Diversified Group business and theration of two very different busines
under a single corporate umbrella. In October 1886 PKS Board directed PKS management to purdéistrey of Class D Stock as a way to
deal with certain of those issues and certain dseles created by PKS' two-class capital stockttre, and shortly thereafter PKS
management began to examine the consequencestifig bf Class D Stock for PKS and the Businessups. During the course of its
examination of the consequences of a listing o€ Stock, PKS management concluded that a lisfitijass D Stock would not
adequately address those issues, particularlglin 6f the Expansion Plan and the need to attrattetain senior management and
employees, and instead began to study a sepaddtthe Construction Group and the Diversified Gragpa way to address those issues. At
the regular meeting of the PKS Board on July 2371®KS management submitted for consideratiombyPKS Board a proposal for
separation of the Construction Group and the DifiedsGroup on substantially the terms eventuafipraved by the PKS Board. The PKS
Board considered management's proposal at thatngesid at a special meeting of the PKS Board ogust14, and approved the proposal
at its August 14 meeting.

PKS BOARD CONCLUSIONS. The PKS Board has concluthad, at some time in the future, the Diversifieab@ will be required to
access the public equity capital markets in ordexccommodate its growth and development, andriicpkar to implement the Expansion
Plan. Because Class D Stock is a "targeted" ocKing" stock (I.E., stock of a company the econoattdbutes of which target or track the
financial performance of a subsidiary of the cony)aand because the PKS Certificate provides fos&ntial control by the holders of Class
C Stock over PKS in general and the Diversifieduprin particular, the PKS Board believes that pubtjuity capital markets would assess a
substantial discount to the intrinsic value of DarBed Group's businesses in determining a pubdiding price for Class D Stock.
Accordingly, the PKS Board believes that the po€€lass D Stock, if publicly traded, would notleef the intrinsic value of the Diversified
Group businesses and assets, and that the prité suigstantially understate that intrinsic valuee PKS Board has also concluded that
substantial tracking stock and control discountsildaot be applied to common stock issued by theBified Group as a
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stand-alone company and that the trading price@tbmmon stock of a staatbne Diversified Group would more closely refléat intrinsic
value of the Diversified Group's businesses andtass

The PKS Board has determined that providing theeBified Group with the most costfective and efficient equity capital instrumeriti e
a key element in enabling the Diversified Grougdatinue to grow and develop its businesses apditicular to design, implement and
refine the Expansion Plan for the following threasons.

First, in order to continue the growth of the Disiied Group and to implement the Expansion Pl&s ®ill need to attract an experienced
and sophisticated senior management team, andadaoup of technologically sophisticated employdég PKS Board believes that stock
purchase and stock option plans will be an impértamponent of any compensation program designethéoDiversified Group's
management and employees, and that an efficienétfiactive equity currency will be the cornerstari@ny such plans. The decision to
separate the Diversified Group and the ConstrucBiomup, thus creating a stand-alone equity curreweag an important factor in recruiting
James Q. Crowe and R. Douglas Bradbury to lea®itbersified Group's management team. For the resdencribed above, the PKS Board
believes that Diversified Holdings Stock will bettaiit the needs of such equity plans than wouls€D Stock.

Second, the PKS Board believes that the Diversiieaup will be required to spend substantial sufmaaney over the next few years to
continue the growth of the Diversified Group busies and implement the Expansion Plan. The PKSdBwer concluded that currently
available cash and anticipated cash flow from coigas of Class C Stock and from existing DiveeslfGroup businesses will not meet th
cash needs. As a result, the PKS Board believeshbdiversified Group will have to raise signéditt amounts of capital in the public and
private capital markets, and that the Diversified@ will be able to raise capital on more coseefif’e terms if the Transaction is
consummated and the Diversified Group becomesdapindent public company.

Third, the PKS Board believes that strategic inwestts and acquisitions might be a key elementiimjting the Diversified Group to
acquire the assets and human resources necessayiément the Expansion Plan. In many circumstangeblicly traded equity capital is a
key to successful and cost- effective completiosusth transactions. The PKS Board, therefore, \idi¢hat a separation of the Business
Groups, which will enable the Diversified Groupideue a stand-alone equity security, will faciétaccomplishment of such transactions by
the Diversified Group.

In addition to the benefits of the Transaction dedi from the issuance by the Diversified Group efaand-alone equity security, the PKS
Board has determined that a separation of the Bifiedl Group and the Construction Group will alltve management of each Business
Group to focus its attention and financial resosir@e its respective business. Under PKS' currepitadastructure, the management of each
Business Group devotes considerable time and mttetat the affairs of the other Business Groupsttietracting from its ability to focus on

the operations of its Business Group. These diitracare exacerbated by significant differencethéntypes of businesses conducted by eact
Business Group, which require each managementteapend substantially more time understandingutiderlying businesses of the other
group than it would spend if the Business Groupewgore similar. The PKS Board believes that thgassion of the Business Groups will
permit the management of each Business Group tesfits efforts on its own Business Group.

Based on the foregoing considerations and the adfiGleacher NatWest, Inc. ("Gleacher NatWesitigricial advisor to PKS, the PKS
Board concluded that a separation of the Constmctroup and the Diversified Group would addresspitoblems presented by Diversified
Group growth and the implementation of the Expam$itan better than would a listing of Class D Stdtkeparation of the Business Grot
however, will eliminate the Conversion Right. Undlee PKS Certificate, Class C Stock is convertéd @lass D Stock based upon the ratio
of the Class C Per Share Price to the Class D Per
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Share Price. The PKS Board believes that the CsioreRight currently has potential value. A segaraof the Construction Group and the
Diversified Group and the resulting loss of the @Gsion Right would eliminate that potential vallreformulating the proposal submitted to
the PKS Board, therefore, PKS management, in ctatgn with Gleacher NatWest, devised the Warrémtecognize the potential value.
The terms of the Warrants were developed througlotietions between the management of the Consbru@roup and the management of
the Diversified Group.

The PKS Board has concluded that the Warrants receghe potential value of the Conversion Righthaut burdening or diluting holders

of Class D Stock. In reaching this conclusion, RS Board considered a number of factors, including terms of the Warrants; the PKS
Board's assessment of the potential value of thev€rsion Right; estimates of the likely timing b&texercise of conversion rights by current
holders of Class C Stock; the nominal and actulalegaof the Warrants to holders of Class C Stosknwates of the present value cost of, and
resulting dilution from, the Warrants to holdersGlass D Stock; and estimates of the present \alseof, and the dilution resulting to,
holders of Class D Stock from estimated exerci$éseoConversion Right. The PKS Board also congidéne advice and analyses presented
by Gleacher NatWest at meetings of the PKS Boardubn23 and August 14, as reflected in the faisrgsinion attached as Appendix C
hereto.

OPINION OF FINANCIAL ADVISOR

In reaching a decision to recommend the Transadt@enPKS Board considered the advice of PKS' firradvisor, Gleacher NatWest.
Gleacher NatWest was selected to act as finandiasar to PKS based on its qualifications, experéiad reputation, as well as its investment
banking relationships and familiarity with PKS atslsubsidiaries. At the August 14, 1997 meetinthefPKS Board, Gleacher NatWest
delivered an oral opinion to the PKS Board, whiadswonfirmed in writing as of the date of this Br&tatement/Joint Prospectus, that based
upon the matters set forth in such opinion, then$aation is fair from a financial point of viewttoe holders of Class C Stock and the holders
of Class D Stock. As noted in "--Background andp@ses of the Transaction”, the opinion of GleadtesiVest was among many factors
considered by the PKS Board in determining to umanisly approve the Transaction.

A summary of the opinion rendered by Gleacher Na\Wgth respect to the Transaction is set fortlowelThe full text of such opinion, dat
as of the date hereof, which sets forth certainragsions made, matters considered and limitationthe review undertaken, is attached as
Appendix C hereto and is incorporated herein bgregfce. PKS Stockholders are urged to read sucioopiarefully and in its entirety. The
summary of the opinion of Gleacher NatWest setfbgrein is qualified by reference to the full teksuch opinion. Gleacher NatWest's
opinion is addressed to the PKS Board and doesamstitute a recommendation to any holder of G&stock or any holder of Class D
Stock as to how such holder should vote at thei8pEeeting.

In arriving at its opinion, Gleacher NatWest, amatiger things: (i) reviewed the financial termgloé Transaction as described in this Proxy
Statement/Joint Prospectus and the various agréemedating to the Transaction referred to in thiexy Statement/Joint Prospectus; (ii)
conducted discussions with members of managemd?K8f the Construction Group and the Diversified@rwith respect to the historical
and current businesses and the future prospetite @onstruction Group and the Diversified Grotwe, anticipated effects of the Transaction
on the capital structures, cash flows and operatidrthe Construction Group and the Diversified @xq(iii) analyzed certain historical and
financial information relating to the Constructi@Gnoup and the Diversified Group; (iv) reviewed paliformation as filed with the
Commission relating to PKS, the Construction Graung the Diversified Group, including audited finemhstatements; (v) reviewed the ter
of the Consent Statement, relating to the 1992 Atmesmnt; and (vi) conducted such other financial istsidanalyses and investigations as it
deemed appropriate.
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In rendering its opinion, Gleacher NatWest assuaratirelied upon, without assuming responsibilityifmependent verification, the
accuracy and completeness of the information resikby it. Gleacher NatWest also assumed, basedthpdnformation which had been
provided to it and without assuming responsibilityindependent verification thereof, that no miateundisclosed or contingent liability
existed with respect to PKS, the Construction Groughe Diversified Group. Gleacher NatWest did matke any independent evaluation or
appraisal of the assets or liabilities of the Cartton Group or the Diversified Group. Gleachet\Nast's opinion was based necessarily on
the economic, market and other conditions existimghe date of its opinion and the information madailable to it. Gleacher NatWest does
not make a market in any of the securities of PKS.

No limitations were imposed by PKS or the PKS Bagwdn Gleacher NatWest with respect to the invasigs made or the procedu
followed by Gleacher NatWest.

The following is a summary of the discussion andlygses presented by Gleacher NatWest to the PK&RwaAugust 14, 1997 in
connection with rendering its opinion.

Gleacher NatWest first reviewed the principal teohthe Transaction and discussed the potentiatfiterio be derived from the Transaction.
In particular, Gleacher NatWest reviewed the teofithe Warrant Distribution, the Share Exchange,@lonversion Cap and the Installment
Note Program. Gleacher NatWest also reviewed iaildbe terms of the Warrants, including the numtifeWarrants to be distributed

share of Class C Stock, the Fixed Dollar Discounat the adjustments thereto and the exercise angféraconditions to the Warrants. In
addition, Gleacher NatWest reviewed the ConverBimnt.

Gleacher NatWest then provided an analysis of $seta owned by the Diversified Group and a rangkepotential fully diluted trading
value of Class D Stock if such shares were todiedion a public exchange and if no tracking stwadontrol discounts were to be applied to
Class D Stock. Gleacher NatWest noted specifithly such range did not represent an estimateecdi¢tual trading prices of Class D Stock,
and that such actual trading prices of Class DIstodts current form, could be substantially lovtlean such range due to the lack of an
established trading market for Class D Stock amdikely application of such discounts to Classtbcg. This range was determined by
taking into account a variety of relevant factams)juding historical and current market values@aEnergy and C-TEC, internal valuations
for PKS and other illiquid assets, anticipated déshs (at various discount rates) for energy petgethe potential dilution represented by the
Conversion Right and estimates of embedded taxes.

Based on an assumed Fixed Dollar Discount of $2pebGhare, Gleacher NatWest then determined & rafnaggregate nominal values for
the Warrants and a range of aggregate presentsvidutghe Warrants, depending upon various estisnatéhe number of shares of Class C
Stock to be converted into Class D shares duriad 897 Conversion Period. Gleacher NatWest not&itthie present value of the Warrants
will depend upon the timing of exercise of the Vdais and assumptions regarding an appropriateudiscate.

Gleacher NatWest then estimated the potentialidiiutb holders of Class D Stock due to the issuarfitbe Warrants. Gleacher NatWest
made estimations regarding the timing of future katrexercises and assumptions regarding the fgtoreth in the value of Class D Stock
and provided a table indicating the economic dilutinder a range of these assumptions.

Based upon the foregoing analyses and considesatigleacher NatWest indicated to the PKS Boarditheds Gleacher NatWest's opinion
that the Transaction is fair to both the holder€lafss C Stock and the holders of Class D Stock.

Gleacher NatWest believes that its analyses musbbsidered as a whole and that selecting portdssch analyses or any of the factors
considered, without considering all such analysesfactors, could
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create an incomplete view of the process underligghgnalyses and opinion. The preparation of mégis opinion is a complex process and is
not susceptible to partial analysis or summary ietson. Gleacher NatWest has not indicated thgt@frthe analyses which it performed had
a greater significance than any other. In perfogniig analyses, Gleacher NatWest made numeroumasisms with respect to industry
performance, general business and economic consliind other matters, many of which are beyondaohé&rol of PKS. Such analyses were
prepared solely as a part of Gleacher NatWestlysemof the fairness of the Transaction to holdéiGlass C Stock and the holders of Class
D Stock and were provided to the PKS Board in cotioe with the delivery of Gleacher NatWest's opmiThe analyses do not purport ta
appraisals or necessarily reflect the prices atlwhusinesses or securities might actually be sdiibh are inherently subject to uncertainty.

Gleacher NatWest is an internationally recognizegstment banking and advisory firm that regularigages in the valuation of businesses
and their securities in connection with mergergugitions and corporate restructurings.

PKS retained Gleacher NatWest to provide a widgeanf financial advisory services to PKS and itsssdiaries during a one-year period
beginning June 1, 1997 for an aggregate fee of ®lll®n. PKS has also agreed, among other thitmeeimburse Gleacher NatWest for all
reasonable out-gfocket expenses incurred in connection with theises provided by Gleacher NatWest, and to indeyrauifd hold harmle:
Gleacher NatWest and certain related parties frothagyainst certain liabilities and expenses, inolydertain liabilities under the federal
securities laws, in connection with its engagement.

Gleacher NatWest has acted from time to time asaad¢ial advisor to PKS and affiliates of PKS. Digrthe past several years, Gleacher
NatWest has provided a wide range of financial satyi services and has received customary feesimemion with such services. In the p
Gleacher NatWest has also acted as a financiasadio affiliates of PKS, including MFS. In Septeanli995, PKS distributed to holders of
Class D Stock all of its interest in MFS. Certainfpssionals of Gleacher NatWest hold an aggreafa3®,000 shares of Class D Stock.

RECOMMENDATION OF THE PKS BOARD

Based on the foregoing, the PKS Board has deterhihe the Transaction and the Certificate Amendmare in the best interests of, and
fair to, PKS and each of the Business Groups, thedefore, all PKS Stockholders. The PKS Boardumamimously approved the Transact
and the Certificate Amendments and recommendsPt&t Stockholders ratify the Transaction and apptbeeCertificate Amendments by
executing and returning the enclosed proxy.

EFFECTS OF THE TRANSACTION

CLASS C STOCK. Upon consummation of the Transac#atch outstanding share of Class C Stock will badatorily exchanged for one
fully paid and nonassessable share of PKS Holdstgsk. Holders of Class C Stock will become stodékais of PKS Holdings rather than of
PKS. PKS Holdings Stock will not have any preemptiv subscription rights. As stockholders of PKSdiays, such holders' rights will
continue to be governed by Delaware law and wiljbeerned by the PKS Holdings Certificate and tlgdd@vs of PKS Holdings as proposed
to be in effect at the Effective Time (the "PKS #ialys By-laws"). The rights of, and restrictionoonpPKS Holdings Stock under the PKS
Holdings Certificate will be substantially similar those of Class C Stock under the PKS Certifiaateept that there will be no rights or
restrictions comparable to those in the PKS Cedtié relating to Class D Stock. See "Comparisddlags C Stock and PKS Holdings Stoc

CLASS D STOCK. Upon consummation of the Transactiod the filing of the Certificate Amendments, eadkstanding share of Class D
Stock will remain outstanding and be subject toRK& Certificate, as amended by the Certificate Adneents. The Certificate Amendments
will change the
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name of PKS to "Diversified Holdings, Inc.", redgsate Class D Stock as "Common Stock, par valuk [$0 share", modify the repurchase
rights to which the holders of Class D Stock artitled, delete the provisions regarding Class Gl§tadd certain corporate governance
provisions and make certain other changes deschibegin. See "The Certificate Amendments." Uporsaammation of the Transaction,
holders of Class D Stock will hold Diversified Holds Stock. As stockholders of Diversified Holdingach holders' rights will continue to
governed by Delaware law and will be governed leyDiiversified Holdings Certificate and the Diveisif Holdings By-laws. See
"Comparison of Class D Stock and Diversified HotgirStock."

THE WARRANT DISTRIBUTION

Prior to the Effective Time, PKS will effect the Want Distribution by declaring a dividend of eigkhths of one Warrant with respect to
each then-outstanding share of Class C Stock.eAEffective Time, the eight-tenths of one Warraiit attach to the share of PKS Holdings
Stock which will be exchanged for such share o6€18 Stock in the Share Exchange, except as deddrity--Conversion of Class C Stock
Prior to the Transaction" below. Certificates reygrgting the Warrants will not be distributed uafter the Share Exchange is consummated.
The Warrants will expire if the Transaction is atbamed. Persons issued shares of either Class €& &®&KS Holdings Stock following the
record date for the Warrant Distribution (whichaié a date subsequent to January 1, 1998 to bewieed by the PKS Board) will not be
entitled to receive Warrants with respect to suwres.

Each Warrant will entitle the registered holderéod to purchase, until April 15, 2010, one shdr€lass D Stock (or, after the Certificate
Amendments have been effected, one share of Dilegfsiloldings Stock) at the Exercise Price whichalg the Trading Price minus the
Fixed Dollar Discount. The Trading Price, if thevBisified Holdings Stock is not publicly tradedaiper share price of Diversified Holdings
Stock based on an appraisal as of December 3Icbfyesr beginning December 31, 1999 by an investivaamk of the value of Diversified
Holdings Stock as if Diversified Holdings were ajidy traded company. The Trading Price, if thev@®wsified Holdings Stock is publicly
traded, is based on a monthly calculation of trerage trading price during a certain period inghier month. The Fixed Dollar Discount
varies from $15.00 to $25.00, based on the TraBimge and subject to certain adjustments. The Esefrice, the terms used to calculate the
Exercise Price and the number of shares of DivetsiHoldings Stock received upon the exercise oha@arrant are subject to adjustment
under certain circumstances. Since the Exercise Raries with the Trading Price, the value of\f@rrants is limited to the amount by wh
the Trading Price exceeds the Exercise Price of\tagants, or the Fixed Dollar Discount.

The Warrants may not be exercised prior to thaexad occur of (x) the exercise period followingetDecember 31, 1999 valuation if
Diversified Holdings Stock is not yet publicly trediand (y) 90 days (subject to extension to uBtbdays in certain circumstances) after
Diversified Holdings Stock becomes publicly tradEdrthermore, a Warrant may only be exercised uperearliest of (i) the repurchase or
redemption by PKS Holdings of the share of PKS hhgld Stock to which such Warrant is attachedl(i§) exchange of the share of PKS
Holdings Stock to which such Warrant is attachdd another class of securities of PKS Holdingsrnidel to be issued primarily to persons
leaving employment of PKS Holdings and (iii) Apti, 2006. Notwithstanding the limitations descriliethe preceding two sentences, the
Warrants will be exercisable after the occurrerfca change of control of Diversified Holdings. Ifv@rsified Holdings Stock is not publicly
traded, exercisable Warrants may be exercisedglariwenty-day period each year following the ncdifion to the registered holders of
Warrants of the Exercise Price for such year; ifdb$ified Holdings Stock is publicly traded, exsadle Warrants may be exercised during a
seven-day period each month.

No Warrant may be transferred prior to the SharehBrge. Following the Share Exchange and pridneditst day on which a given Warre
becomes exercisable such Warrant may only be &amsf (i) if such transfer is being made to Divigesi Holdings or (ii) in a simultaneous
transfer to the same transferee
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with the share of PKS Holdings Stock to which s\Whrrant is attached provided that such transfeuch share of PKS Holdings Stock is
permitted by the PKS Holdings Certificate.

Upon exercising Warrants, a holder will pay to Warrant Agent (as defined below) the Exercise Piacghe number of shares with respect
to which the Warrants are exercised. The paymehtatithe option of the holder, be made

() in cash or by certified check or wire transééimmediately available funds, (ii) by deliveriaghumber of shares of Diversified Holdings
Stock determined in accordance with a specifiethfda (a "Share Exercise") or (iii) by reducing thember of shares of Diversified Holdin
Stock that would otherwise be issuable upon exemfishe Warrants in accordance with a specifiechfda (a "Cashless Exercise"). For a
discussion of certain U.S. federal income tax agrsitions concerning the manner in which a holtmteto pay the Exercise Price, see "--
Certain U.S. Federal Income Tax Considerations."

See "Risk Factors Regarding PKS Holdings Afterftensaction and Ownership of the Warrantsmitations on Exercise and Transfer of
Warrants" and "Description of the Warrants."

EXCHANGE OF CLASS C STOCK; DELIVERY OF CERTIFICATES FOR PKS HOLDINGS STOCK AND WARRANTS

By resolution of the PKS Board pursuant to its exgspowers under the PKS Certificate, at the EffecTime each issued and outstanding
share of Class C Stock will be mandatorily exchanfge one share of PKS Holdings Stock. Accordingiymediately after the Effective
Time, (i) for all purposes of determining the restbiolders of PKS Holdings Stock, the holders ofs€l@ Stock immediately prior to the
Effective Time shall be deemed to be holders of PHRIlings Stock and (ii) subject to any permittezhsfer of such stock, such holders shall
be entitled to receive all dividends payable om exercise voting rights and all other rights aridileges with respect to, PKS Holdings
Stock. PKS will mail, as promptly as practicabteetich record holder of Class C Stock as of theckffe Time, appropriate documentation
for such holder to use in surrendering the cedifis which represented such holder's Class C Staoichange for (x) a certificate
representing the number of shares of PKS Holdirigek3o which such holder is entitled and (y) derdites representing the Warrants
attached to those shares of PKS Holdings Stockdétslof shares of Class C Stock will be instruttechail the certificates representing such
shares to PKS accompanied by such documentatiohDHEBS OF CLASS C STOCK SHOULD NOT RETURN SUCH CERITATES
WITH THE PROXY CARD ENCLOSED WITH THIS PROXY STATEENT/JOINT PROSPECTUS. Diversified Holdings will hais
promptly as practicable after the Effective Timeatzh record holder of Warrants who is not attina a record holder of Class C Stock,
certificates representing such holder's Warrants.

CONDITIONS OF THE TRANSACTION

Consummation of the Transaction is subject toicatifon of the Transaction by the PKS Stockholdard satisfaction of the Tax Condition.
The PKS Board will retain discretion, even if stbolder ratification of the Transaction is obtairsedl the Tax Condition is satisfied, to
abandon, defer or modify the Transaction if the B¢@rd believes that to do so would be in the bastests of all PKS Stockholders. Unli
the PKS Board determines to extend the date, tH& Bard intends to abandon the Transaction ifiibisconsummated by October 15, 1998.
The PKS Board also has determined that if the Bretien is not ratified, the PKS Board will not pead with the Transaction. The Certific
Amendments will be effected only if the Transactisiconsummated. Stockholder approval of the Geaté Amendments is not a condition
to consummation of the Transaction. In the eveatGhrtificate Amendments are not approved by PK8Kbblders but the Transaction is
ratified and consummated, the Certificate Amendsevill be reproposed at a subsequent meeting okstdders of Diversified Holdings.
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CONVERSION OF CLASS C STOCK PRIOR TO THE TRANSACTIO N

Holders of PKS Holdings Stock (I.E., the formerdearks of Class C Stock) will have no rights compkrad the Conversion Right, which
permits holders of Class C Stock to convert shaf€dass C Stock into Class D Stock. Consequestiguld the Transaction be
consummated, the 1997 Conversion Period would éérhl opportunity to convert shares of Class @cktinto shares of Class D Stock.
Holders of Class C Stock who convert such shargaglithe 1997 Conversion Period will not receivervdats with respect to such converted
shares pursuant to the Warrant Distribution.

Under the PKS Certificate, PKS may elect to repasehany shares of Class C Stock tendered for csiovento Class D Stock during the
1997 Conversion Period at the applicable ClassiGSRare Price. A tendering holder of Class C Stekk is an employee of PKS or a 20%-
owned subsidiary of PKS may withdraw the tendesrof shares which PKS has elected to repurchassudhirto this grant of authority, the
PKS Board has set the Conversion Cap, which litai000,000 shares the number of shares of Cl&teck that can be converted during
the 1997 Conversion Period. The PKS Board has ietbtise Conversion Cap in order to limit the po&ndilution to holders of Class D
Stock resulting from conversions during the 199vawsion Period.

Holders of Class C Stock tendering shares of GIaSsock for conversion during the 1997 Conversierid® will be required to indicate
whether, if the Conversion Cap applies: (i) sucldéodesires to receive cash in exchange for aagestof Class C Stock such holder is
unable to convert as a result of the Conversion @aguch holder desires to receive a short-tpromissory note (as described below) for
such unconverted stock; or (iii) such holder desicehave such unconverted stock returned to thdeho

PKS expects that holders of Class C Stock who thterleave the employment of PKS at year end 19%hortly thereafter will elect to
receive cash or a short-term promissory note foh sunconverted stock and that all other holdeSlags C Stock will elect to have such
unconverted stock returned to them. PKS expegiayocash and deliver promissory notes for uncorde®@lass C Stock on or about Marcl
1998. Any such promissory note will be unsecuretl,hg payable on January 15, 1999 and will beterest at an annual rate of 6% from the
date of issuance, payable at maturity. The recatd fbr the Warrant Distribution will be subsequenfanuary 1, 1998 and prior to the
payment of cash or delivery of promissory notessfarh unconverted stock. All tendering holders lafs€ C Stock who are unable to convert
shares of Class C Stock into Class D Stock duhiegl®97 Conversion Period as a result of the CeimweCap will receive Warrants in the
Warrant Distribution with respect to such unconedrshares of Class C Stock. If a holder of ClaStdCk elects to receive cash or a short-
term promissory note for any such unconverted GTaSsock, the related Warrants will be delivereduoh holder following consummation
of the Transaction, and will not be attached to @gss C Stock or PKS Holdings Stock.

If the Transaction is not consummated, PKS intdadsfer to sell Class D Stock to tendering hold#r€lass C Stock who were unable to
convert Class C Stock as a result of the ConveriSammand received cash or a sttertn promissory note for such unconverted Clas$oCks
PKS intends to offer to each such Class C holdemaber of shares of Class D Stock equal to the mumibshares of Class D Stock into
which such unconverted shares of Class C StockdMuwaNe been convertible but for the applicatiothef Conversion Cap, at a price per
share of Class D Stock equal to the Class D Pee3Préice as of January 1, 1998.

Whenever Class C Stock is converted into Classdek$it has been PKS' practice (although the tevfitke PKS Certificate do not require
that it do so) to transfer funds from the ConsinrcGroup to the Diversified Group, in an amouna&do the aggregate Class C Per Share
Price of the Class C Stock so converted, in oralatrthe conversion will not have the effect of tlilg the Class D Formula Value. PKS wiill
take the same action with respect to Class C Stonkerted into Class D Stock during the 1997 CasivarPeriod. Thus, the more Class C
Stock that is converted during the 1997 ConverBieriod, the greater the funds that will be transfitfrom the Construction Group to the
Diversified Group. For
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example, if 1,500,000 shares of Class C Stock wen@erted into Class D Stock during the 1997 CasivarPeriod, PKS would transfer
$72,000,000 from the Construction Group to the Bifed Group; if 3,000,000 shares of Class C Stweke converted into Class D Stock
during the 1997 Conversion Period, PKS would tran$f.44,000,000 from the Construction Group toDhersified Group (calculated in
each case assuming a year end 1997 Class C PerBiwe of $48.00). See "Risk Factors Regarding FAKIgings After the Transaction and
Ownership of the Warrants--Transfers from the Qatsion Group."

INSTALLMENT NOTE PROGRAM

If the Transaction is consummated, PKS Holdingsrids to institute the Installment Note Progranalkmwv holders of PKS Holdings Stock
elect to receive Installment Notes as an alteradtivcash upon repurchase of PKS Holdings Stoek@ordance with the PKS Holdings
Certificate. Under the PKS Certificate and the R&k&dings Certificate, holders of Class C Stock harel holders of PKS Holdings Stock
will have, the right to sell Class C Stock or PK8Idings Stock to the issuer, at the Class C PereShace or PKS Holdings Per Share Price,
as applicable. Any such sales are for cash, wisichquired to be paid to the selling holder, withaterest, within 60 days of the tender of
stock to the issuer.

Under the Installment Note Program, PKS Holdingdsrids to offer to holders of PKS Holdings Stock wéader stock for sale to PKS
Holdings, the option to receive any or all of theghase price for the PKS Holdings Stock in andifrstent Note. Installment Notes will have
provisions, such as term to maturity, interest,ratel interest and principal payment terms, ashited by the PKS Holdings Board from
time to time.

PKS Holdings expects that selling holders of PKS$dims Stock who receive Installment Notes willrequired to recognize gain for U.S.
federal income tax purposes on the sale of théeeblstock only as principal payments are receivethe Installment Notes. As a result, the
Installment Note Program would permit holders ofSPHoldings Stock to defer taxes that would othesviis payable upon a cash sale of
stock to PKS Holdings, although such holders wdngdilso required to defer receipt of the relatatiqqo of the sales price of such stock. To
the extent that the Installment Notes receivechinyear by a selling holder of PKS Holdings Stogkeed $5,000,000, such selling holder
will be required to pay interest each year, astathl tax, on part of the deferred tax liabilitythvrespect to the sale of the PKS Holdings
Stock giving rise to the Installment Notes.

PKS intends to implement the Installment Note Paogrin part, because the Conversion Right will lmaieated as a result of the
consummation of the Transaction. The InstallmerteNRrogram is merely a tax deferral mechanism,jisndt intended to provide holders of
Class C Stock with an investment comparable thawing the potential risks and rewards of, a cosiverof Class C Stock into Class D St
as a result of the exercise of the Conversion RIgKS may modify or discontinue the Installationt&l®rogram at any time without notice to
holders of PKS Holdings Stock.

ARRANGEMENTS FOR CANADIAN CLASS C HOLDERS

A holder of Class C Stock who is a resident of Ganfar Canadian federal income tax purposes willigect to tax on receipt of Warrant:
the Warrant Distribution and will realize a capigalin on receipt of PKS Holdings Stock in the SHaxehange. See "--Certain Canadian
Federal Income Tax Considerations." Consequenibh &iolders may decide to sell such Class C SIS, pursuant to the PKS
Certificate, after the Warrant Distribution butgrto the Share Exchange. PKS Holdings currentlnids to provide such selling holders of
Class C Stock with interefitee loans in connection with purchases of PKS ksl Stock subsequent to the Share Exchange. Tte abthe
interest-free loan arrangements, which are notarpeo exceed $6 million, will be allocated betw&XS and PKS Holdings in accordance
with the general cost allocation provisions of separation agreement between PKS and PKS Holdings$eparation Agreement").
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CONVERSION OF THE DEBENTURES

Under the terms of the Debentures, which have b&erned by PKS in the past to certain of its semi@nagement employees, holders may
convert the Debentures into Class C Stock durifigtBrough 2001. If PKS Stockholders ratify thengaction, PKS will permit holders of
the Debentures to convert such Debentures intas@aStock during a ten-day period subsequent testpeation of the 1997 Conversion
Period and prior to the Warrant Distribution. Aatiogly, holders of Debentures who convert their 8ghres into shares of Class C Stock
will receive Warrants with respect to such shanethé Warrant Distribution and have such sharebanged in the Share Exchange. As of
August 23, 1997, approximately $9.6 million in mijpal amount of Debentures was outstanding. A @t&88,237 shares of Class C Stock
would be issuable if all Debentures were so coedert

PKS is aware that holders of Debentures genenadlyriindebtedness to fund the purchase of the Delenand the Class C Stock into which
such Debentures are convertible. An early convarsidebentures will cause a holder of Debentuwgsaly interest to such holder's
borrowings without the offsetting benefit of intstéhcome from the Debentures. PKS will make addl@rrangements to ameliorate the
effect of early conversion on holders of Debentufé® costs of such arrangements, which are naaeg to exceed $2 million, will be
allocated between PKS and PKS Holdings in accomarnith the general cost allocation provisions & 8eparation Agreement. See "Certain
Relationships and Related Transactions."

TRADING OF PKS HOLDINGS COMMON STOCK

Shares of Class C Stock are not currently listedréaling on any stock exchange or market. PKS idgklStock will not be listed for trading
at the Effective Time or thereafter.

TRADING OF DIVERSIFIED HOLDINGS STOCK

Shares of Class D Stock are not currently listedréading on any stock exchange or market. DivierdiHoldings does not expect to list
Diversified Holdings Stock for trading on a stocickange or market at the Effective Time. Diversifi¢oldings expects that it will not seek
such a listing until it raises capital through dlpiequity offering or desires to have a listediggsecurity available for acquisitions. Any
determination to raise public equity capital widmend on a number of factors including, withouttétion, Diversified Holdings' capital
needs, the availability and attractiveness of a#tBve sources of capital, the performance of Qfied Holdings and conditions in the public
equity markets. Accordingly, no assurance can bergihat Diversified Holdings Stock will be listéat trading in the future, or, if it is, when
such listing will be accomplished or whether anvactrading market will develop or be sustained.

REQUIRED VOTE FOR THE TRANSACTION

Although stockholder action with respect to theriBaction is not required under applicable law erRIKS Certificate, the PKS Board has
determined to seek stockholder ratification of Tn@nsaction due to the importance of the Transa¢td®KS and the PKS Stockholders.
Ratification of the Transaction requires the affitive vote of (i) a majority of the shares of Cl&Stock present and voting at the Special
Meeting, voting separately as a class, and

(i) a majority of the shares of Class D Stock présand voting at the Special Meeting, voting safady as a class. Approval of the Certificate
Amendments under Delaware law and the PKS Cettiificequires the affirmative vote of (x) at leas¥86f the outstanding shares of Class C
Stock, voting separately as a class, (y) a majofithe outstanding shares of Class D Stock, vatgparately as a class, and (z) a majority of
the outstanding shares of Class C Stock and Cl&&®E&k, voting together.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a discussion of certain U.S. Fedl@micome tax consequences of the Transactiondigoeission which follows is based on
Code, Treasury regulations promulgated thereurashet judicial and administrative interpretationsréttd, all as in effect on the date hereof,
and is subject to any changes in these or othey tmeurring after such date, possibly with retrivaceffect. The discussion below is for
general information only and does not addressftieets of any state, local or foreign tax laws ba Transaction. A holder of Class D Stock
will not receive Warrants or shares of PKS Holdiggack in the Transaction and, as a result, widbgmize no income, gain or loss pursuant
to the Transaction. The tax treatment of a hold&lass C Stock may vary depending on his or heiquéar situation, and certain
stockholders (including "non-U.S. persons" (asrdediin the Code)) may be subject to special rubésliscussed below.

EACH HOLDER OF CLASS C STOCK IS URGED TO CONSULT GH STOCKHOLDER'S OWN TAX ADVISOR AS TO THE
PARTICULAR TAX CONSEQUENCES OF THE TRANSACTION TOQU&H HOLDER, INCLUDING THE APPLICABILITY AND
EFFECT OF ANY STATE, LOCAL OR FOREIGN LAWS AND OFHANGES IN APPLICABLE TAX LAWS.

Consummation of the Transaction is conditioned uperreceipt of the IRS Rulings to the effect tijathe exchange of Class C Stock for
PKS Holdings Stock in the Share Exchange will duas a transaction described in Section 355(&h@Code and (ii) the distribution of
Warrants pursuant to the Warrant Distribution willalify as a distribution described in Section 205(f the Code. However, at any time
before the IRS Rulings have been issued, PKS neay & effect the Transaction in reliance on the @ginion generally to the effect that t
tax consequences described below should result.

The IRS Rulings and the Tax Opinion (if any) widl based on current law and on certain represensasis to factual matters made by, am
others, PKS and PKS Holdings. Such representatibingorrect in material respects, could jeopaedize conclusions reached in the IRS
Rulings or the Tax Opinion. Neither PKS nor PKS diiogs is currently aware of any facts or circums&swhich would cause any such
representations required to be made to the IR8 counsel to be untrue or incorrect in any matedspect. Further, the Tax Opinion of
counsel is not binding on the IRS or any court.

Based on the IRS Rulings and Tax Opinion (if arigtdssed above, the material U.S. federal incomedasequences expected to result 1
the Transaction are as follows:

(i) Except as described below, no income, gaiross Wwill be recognized by PKS or PKS Holdings ugiandistribution of the Warrants or the
exchange of Class C Stock for PKS Holding Stoclspant to the Transaction.

(i) A holder of Class C Stock will not recognizeyaincome, gain or loss as a result of (a) theiptod the Warrants pursuant to the Warrant
Distribution or (b) the exchange of Class C StankHKS Holdings Stock pursuant to the Share Exchang

(iii) A holder of Class C Stock will have, immedit after the Transaction, a tax basis for the f#ts and shares of PKS Holdings Stock
received in the Transaction that is equal to sutidr's tax basis in the Class C Stock immedidiefpre the Transaction, allocated in
proportion to the relative fair market values o #arrants and Class C Stock at the time of the&aDistribution. (However, if the fair
market value of the Warrants is less than 15% efdir market value of the Class C Stock at thetohthe Transaction, no portion of such
tax basis shall be allocated to the Warrants urtfestiolder elects to make such an allocation.)

(iv) The holding period to a holder of Class C &téar the Warrants and shares of PKS Holdings Steckived in the Transaction will
include the period during which the holder held @ass C Stock with respect to which such Warrantsshares of PKS Holdings Stock w
distributed, provided that such Class C Stock wad hs a capital asset.
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Notwithstanding the foregoing, PKS will recognizargon the exchange of Class C Stock for PKS Hgklitock pursuant to the Shi
Exchange to the extent that shares of PKS Holdsigsk are received by holders of Class C Stock arkaot United States persons ("non-
U.S. persons"), as defined in the Code. The shdie&S Holdings Stock expected to be distributeddn-U.S. persons are estimated to
represent not more than 6.1% of the total numbshafes of PKS Holdings Stock distributed in thariBaction. Moreover, PKS may
recognize additional gain on account of or withpexs to certain aspects of the Transaction, inolydertain restructuring transactions
expected to be consummated in connection with taesiaction. The aggregate amount of gain recogigd®KS in connection with the
Transaction is not expected to result in a matanabunt of current tax liability.

If the exchange of Class C Stock for PKS Holdintgeks in the Share Exchange does not qualify ag-&é& exchange under Section 355 of
the Code, then, among other consequences, (i) Ri{&lwecognize gain equal to the amount by whiehf#tir market value of PKS Holdings
Stock distributed to holders of Class C Stock edsdeKS' adjusted tax basis therein and (ii) eadtfehaf Class C Stock who receives shares
of PKS Holdings Stock in exchange for such hold@tass C Stock in the Share Exchange would beetlesd having received a taxable
distribution, taxed, depending on such holder'si@dar circumstances, either as a dividend toetktent of PKS' available current and
accumulated earnings and profits, or as a salgalramge giving rise to capital gain or loss. If th&tribution of the Warrants pursuant to the
Warrant Distribution does not qualify as a tax-fdégtribution under Section 305(a) of the Codentt@nong other consequences, each holdel
of Class C Stock who receives Warrants pursuathtetdVarrant Distribution will be treated as haviegeived a taxable distribution, taxed to
such holder generally as described in the precezbingence. The incurrence of significant tax liibgd by PKS, in the event that the excha

of Class C Stock for PKS Holdings Stock is nottiedaas a tax-free exchange under Section 355, aay & material adverse effect on PKS'
business and financial condition.

Treasury regulations governing Section 355 of thdeCrequire that each stockholder of PKS who reseshares of PKS Holdings Stock
pursuant to the Share Exchange attach a statemsuath holder's federal income tax return for th@ble year in which such holder receives
such stock, which statement indicates the applitabif Section 355 of the Code to the Share ExgeaPKS will provide each stockholder
with the information necessary to comply with tréguirement.

TAX TREATMENT OF WARRANTS. The following discussicassumes that a holder will hold the Warrants taedDiversified Holdings
Stock issuable upon the exercise of the Warrahggquired) as capital assets. A holder generaillynat recognize gain or loss upon the
exercise of a Warrant where the holder

(i) pays cash to exercise the Warrant or (ii) suatezs shares of Diversified Holdings Stock to eiserthe Warrant pursuant to the Share
Exercise, except with respect to the receipt ohdadieu of a fractional share of Diversified Holds Stock. A holder who receives cash in
lieu of a fractional share of Diversified Holdin§sock will be treated as if such fractional shead been issued and then immediately
redeemed for cash. As a result, the holder wilbgaize short-term gain or loss equal to the difieesbetween the amount of such cash and
the holder's tax basis in such fractional share.

Under proposed Treasury regulations governingréegrnent of certain exchanges of stock rights tiseks(the "Regulations™), a holder who
exercises a Warrant pursuant to a Cashless Exatuig#d not recognize gain or loss (except witlpeesto the receipt of cash in lieu of a
fractional share of Diversified Holdings Stock)ppided that the Regulations are finalized in tlogirent form without additional elaboration
at least 60 days prior to such exercise. No authdiiectly addresses the treatment of a CashlgssciSe under current law. PKS believes
the better view is that, under current law, a holgleo exercises a Warrant pursuant to a Cashlesscisg should not recognize gain or loss
(except with respect to the receipt of cash in tiéfractional share of Diversified Holdings Stoak)der the theory that exchanges of stock
rights for stock of the same corporation shouldrbated as an "open transaction” for federal inctarg@urposes. Under several alternative
theories, however, it is possible that a holder wkercises a Warrant pursuant to a Cashless Egargght be treated as disposing of the
Warrant or a portion thereof in a taxable trangactin such event, a holder could recognize gaioss up to an

41



amount equal to the difference between the valubeoDiversified Holdings Stock received (plus aagh in lieu of a fractional share) and
holder's tax basis in the Warrants surrendere@tberHolders should consult their own tax advigeigarding the consequences of a Cashles:
Exercise.

A holder's tax basis in the shares of Diversifiesldihgs Stock received upon the exercise of Wasréintluding any fractional share interest
therein) generally will equal the sum of the holgléax basis in the Warrants immediately priorxereise plus (i) the amount of cash paid
upon exercise,

(i) the holder's tax basis in any shares of Diifexd Holdings Stock surrendered pursuant to a &Exercise and (iii) the amount of the gain
or other income, if any, recognized as a resudt Gashless Exercise.

If a holder exercises Warrants by paying cash, swdther's holding period for the shares of DivéesifHoldings Stock (including any
fractional share interest therein) acquired purst@the exercise of Warrants generally will beginthe day after the date of exercise. If a
holder exercises Warrants pursuant to a Share Brestich holder's holding period for a numberhafrss of Diversified Holdings Stock
acquired equal to the number of shares of Divedifioldings Stock surrendered will include the geduring which the holder held such
Diversified Holdings Stock surrendered, and suddérs holding period for the remainder of the slsavf Diversified Holdings Stock
acquired will begin on the day after the date ddreise. If a holder exercises Warrants pursuaat@ashless Exercise and no gain or loss is
recognized upon such exercise (except with regperash in lieu of a fractional share) under thgRations or an "open transaction”
analysis, such holder's holding period for shafd3iersified Holdings Stock acquired will includiee period during which the holder held
the Warrants surrendered. If a holder recognizes@doss upon a Cashless Exercise (other thayseith respect to cash in lieu of a
fractional share), such holder's holding periodstoares of Diversified Holdings Stock acquired wégin on the date after the date of
exercise.

Upon the expiration of unexercised Warrants, aérofgenerally will recognize a long-term capitald@gjual to the tax basis of such Warrants.
Upon a sale or other taxable transfer of Warramisetsons other than Diversified Holdings, a holgkrerally will recognize a capital gain or
loss equal to the difference between the amouaasii and the fair market value of any propertyivecein exchange therefor and the holc
tax basis in the Warrants, which would be a longiteapital gain or loss if the holder has held\&rants for more than one year. Long-
term capital gains recognized by individual taxpayee taxed at a maximum rate of 28%. Recentlgteddegislation generally reduces the
maximum capital gains rate to 20% for capital asketd for more than eighteen months.

An adjustment in the exercise price or the numiashares to be received upon exercise of the Wirraay, in certain circumstances, result
in constructive distributions to holders of Waranthich could be taxable as dividends. A holdaxshiasis in a Warrant generally would be
increased by the amount of any such dividend.

BECAUSE OF THE INDIVIDUAL NATURE OF TAX CONSEQUENCE, EACH HOLDER OF CLASS C STOCK IS URGED TO
CONSULT ITS TAX ADVISOR WITH RESPECT TO THE TAX COBEQUENCES TO SUCH HOLDER OF THE TRANSACTION,
INCLUDING THE EFFECT OF U.S. FEDERAL, STATE AND LOAL, AND FOREIGN AND OTHER TAX LAWS, AND THE EFFECT
OF POSSIBLE CHANGES IN SUCH TAX LAWS.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of the principal Canaxdfederal income tax considerations generally apple under the Canadian Actto a
holder of Class C Stock who receives Warrantséntfarrant Distribution and shares of PKS HoldingsK in the Share Exchange and who,
for purposes of the Canadian Act, is a residef@arfada, holds Class C Stock, and will hold the Wfasrand Class D Stock acquired upon
exercise of the Warrants, as capital property aasdat arm's length with PKS (a "Canadian C H&)der
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This summary is based on the current provisiorta®fCanadian Act and the regulations thereunder'@anadian Regulations") in force on
the date hereof, specific proposals (the "Tax Psafsd) to amend the Canadian Act or the CanadigulRgons publicly announced by the
Minister of Finance prior to the date hereof andiaderstanding of the current administrative arstssing practices of Revenue Canada,
Customs, Excise and Taxation ("Revenue Canadateixor the Tax Proposals, this summary doesaiat into account or anticipate any
proposed changes to the law or to Revenue Carediaimistrative and assessing practices, whethédigiative, governmental or judicial
actions.

THE FOLLOWING DISCUSSION IS INTENDED TO BE A GENERADESCRIPTION OF THE CANADIAN FEDERAL INCOME TAX
CONSIDERATIONS GENERALLY APPLICABLE TO A CANADIAN CHOLDER BY REASON OF THE TRANSACTION AND IS NO
INTENDED TO BE, NOR SHOULD IT BE CONSTRUED AS BEINGEGAL OR TAX ADVICE TO ANY PARTICULAR HOLDER.
EACH CANADIAN C HOLDER IS URGED TO CONSULT SUCH HER'S OWN TAX ADVISOR AS TO THE PARTICULAR TAX
CONSEQUENCES OF THE TRANSACTION TO SUCH HOLDER, INGDING THE APPLICABILITY AND EFFECT OF ANY
PROVINCIAL, LOCAL OR FOREIGN LAWS AND OF CHANGES IMPPLICABLE TAX LAWS.

TREATMENT OF THE WARRANT DISTRIBUTION. A Canadian Bolder will be required to include in computingchuholder's income

an amount equal to the fair market value of anyréfas received by way of dividend in the WarrangtBbution. The Warrant Distribution

will not be eligible for the gross-up and dividetaat credit generally applicable to dividends reediin respect of shares of taxable Canadian
corporations nor will any Canadian C Holder whistaicorporation be entitled to a deduction in catinguaxable income in respect of such
dividend. A Canadian C Holder will generally beied to a deduction equal to any U.S. tax requicede deducted or withheld in respect of
such dividend in computing his or her tax otherwiagable in respect of such dividend. The cost@aaadian C Holder of the Warrants
received in the Warrant Distribution will be an ambequal to the fair market value of such Warrants

The exercise of Warrants will not constitute a d&pon of property for purposes of the Canadiah Acshare of Class D Stock acquired by a
Canadian C Holder upon the exercise of a Warralhhatve a cost equal to the aggregate of the eseqmice under such Warrant and the
adjusted cost base to such Canadian C Holder didmeant so exercised. A Canadian C Holder whoadisp of a Warrant will realize a
capital gain (or a capital loss) to the extent thatproceeds of disposition thereof, net of amgomable costs of disposition exceed (or are
exceeded by) the Canadian C Holder's adjustedbasst of the Warrant. Upon the expiration of an engsed Warrant, the Canadian C
Holder will realize a capital loss equal to theustigd cost base of the Warrant to such Canadiaol@:H

EXCHANGE OF CLASS C STOCK IN THE SHARE EXCHANGE. @anadian C Holder who receives shares of PKS Hgéd8tock in the
Share Exchange will generally realize a capitahdar a capital loss) to the extent that the faarket value of the PKS Holdings Stock
received in the Share Exchange exceeds (or is de&ddsy) the Canadian C Holder's adjusted coshimiClass C Stock.

The cost to a Canadian C Holder of the shares & RKldings Stock received in the Share Exchangaldhie equal to the fair market value
of such PKS Holdings Stock, determined at the tihguch exchange.

FOREIGN CURRENCY TRANSLATION ISSUES. Generally shiegy, all amounts relevant to the computation abime under the
Canadian Act which are paid, received or expresséateign currency must be translated into Canadiallars using an appropriate excha
rate. A Canadian C Holder's cost of Class C Stock@ass D Stock will be translated into Canadiaitads at the date of the acquisition
thereof. The fair market value of the Warrants tnedfair market value of the PKS Holdings Stoclereed in the Share Exchange must be
translated into Canadian dollars at the date ofiiadepn thereof.
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NEBRASKA TAX RULING

PKS has applied to the State of Nebraska DepartofdRévenue for a ruling to the effect that evesutih PKS and PKS Holdings will
become independent companies if the Transactioarisummated, PKS and PKS Holdings would contindeetoonsidered the same
corporation for purposes of the Nebraska capital gaclusion provisions (the "Nebraska Ruling™).cAcdingly, provided certain
requirements are met and an appropriate electiorafe, such capital gain exclusion would be avkl&dy the sale of PKS Holdings Stock
PKS does not receive the Nebraska Ruling or aniapiof tax counsel generally to the same effe¢hasequested Nebraska Ruling, by the
date upon which the Tax Condition is satisfied, RS Board may review the benefits of the Transadt light of the failure to receive the
Nebraska Ruling or such opinion, and could deteentinabandon, defer or modify the Transactiondiitermined that such action would

in the best interests of all PKS Stockholders.

REGULATORY APPROVALS

PKS does not believe that any material federataiesegulatory approvals will be necessary in eation with the Transaction.
APPRAISAL RIGHTS

PKS Stockholders will not be entitled to apprarsgits as a result of the Transaction.

ACCOUNTING TREATMENT

Upon consummation of the Transaction, the histbdoasolidated financial statements of PKS willrb&oactively restated, where
appropriate, to disaggregate the historical basantial information of the Construction Group, gdsent the business of the Construction
Group as discontinued operations. PKS, which véllénamed "Diversified Holdings, Inc." followingetttonsummation of the Transaction,
will account for the Share Exchange using the hisabcost basis of the Construction Group andfeilhg the Transaction will continue to
account for its results on an historical cost hasiter the Transaction the business of the Cortibn Group will be operated by PKS
Holdings and will continue to be reflected in tleparate financial statements of PKS Holdings ohistorical cost basis.

POST-TRANSACTION ARRANGEMENTS BETWEEN PKS HOLDINGS AND DIVERSIFIED HOLDINGS

PKS and PKS Holdings have entered into variouseageats intended to implement the Transaction, dictuthe agreements described
below. The agreements described below are incladexkhibits to the Registration Statement of whiié Proxy Statement/Joint Prospectus
is a part, and the descriptions below are qualifigdeference to those agreements.

SEPARATION AGREEMENT. The Separation Agreement jtes for the principal corporate transactions neagsto consummate the
Transaction, the relationship between PKS Holdangs Diversified Holdings after the Transaction, éiflecation of certain risks and
responsibilities between PKS Holdings and DiveesifHoldings after the Transaction and certain othetters.

The Separation Agreement provides for the Sharéd&hge, the Warrant Distribution and certain intecoaporate transactions necessary to
consummate the Transaction. The Separation Agretgmevides that each of Diversified Holdings andSPHoldings will indemnify the
other with respect to breaches of the Separatiaedigent and with respect to the activities of itisssdiary business groups, except as
specifically provided under the Tax Allocation Agreent (as defined below). The cross-indemnitiesrdemded to allocate financial
responsibility for liabilities arising out of thashorical and future business of the Constructioaup to PKS Holdings, and financial
responsibility for liabilities arising out of thastorical and future business of the Diversified@y to Diversified Holdings. The Separation
Agreement also allocates between Diversified Hgdiand PKS Holdings certain corporate-
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level risk exposures not readily allocable to onéhe other. The Separation Agreement also provimethe allocation between Diversified
Holdings and PKS Holdings of costs and benefitsenmaisting insurance policies and arrangements.

The Separation Agreement provides for the divisietween the Construction Group and the DiversiBedup of any assets (other than
corporate subsidiaries) held directly by PKS imraggly prior to the Share Exchange.

The Separation Agreement provides that PKS wilhgieaits name to Diversified Holdings, Inc. not fatean the date of the filing of the
Certificate Amendments in the State of Delawaré, that PKS and all of its subsidiaries will assigiPKS Holdings any and all right, title

and interest in and to any corporate name, trademartrademark using the initials "PKS" or the nartieeter Kiewit Sons', Inc." or "Kiewit,"
and any other proprietary right with respect tcsthaames or related symbols, and will refrain fumimg any such property right in
connection with the future conduct of its busines®KSIS, however, will be entitled to continueuse its current corporate name for a period
of two years after the Effective Time.

The Separation Agreement also sets forth certaier@ants of Diversified Holdings and PKS Holdingeded to ensure that certain
transactions, such as material asset acquisitinatgrial asset dispositions and repurchases ofatapdck do not occur after consummatio
the Transaction unless adequate assurance hasdoeéred that such transactions will not adveraéfigct the intended tax consequences of
the Transaction. Diversified Holdings and PKS Hoti do not anticipate that these restrictions éille a material adverse effect on their
respective business, operations or growth oppdnésni

The Separation Agreement provides that each ofrBified Holdings and PKS Holdings will be grantedt@ss to certain records and
information in the possession of the other company, requires that each of Diversified Holdings BK®S Holdings retain all such
information in its possession for a period of teanrs following the Transaction. Under the Sepanatigreement, each company is required to
give the other company prior notice of any intemtio dispose of any such information.

The Separation Agreement provides that, exceptreswise set forth therein or in any related agmresimall costs and expenses in connection
with the Transaction will be paid 82.5% by Diveiesif Holdings and 17.5% by PKS Holdings.

TAX ALLOCATION AGREEMENT. PKS and PKS Holdings haeatered into a tax allocation agreement (the '"Aldocation Agreement")
that defines each company's rights and obligatiatisrespect to deficiencies and refunds of fedestalte and other taxes relating to the
Business Groups' operations for tax years (or gostthereof) ending prior to the Transaction arith wéspect to certain tax attributes of
Diversified Holdings and PKS Holdings after the Asaction. In general, with respect to periods (@tipns thereof) ending on or before the
Effective Time, PKS Holdings will be responsible fireparing both consolidated federal tax retuongte consolidated group, and state tax
returns for the combined and any subsidiary grtugeneral, under the Tax Allocation Agreement,dsified Holdings and PKS Holdings
will be responsible for paying the taxes relatiogtich returns (including any subsequent adjussmesulting from the redetermination of
such tax liabilities by the applicable taxing autties) that are allocable to the Diversified Grdusiness and the Construction Group
business, respectively. Diversified Holdings andsRffoldings will cooperate with each other and sli@i@mation in preparing such tax
returns and in dealing with other tax matters.

EXISTING ARRANGEMENTS AND RELATIONSHIPS

Although PKS and PKS Holdings will become two indeg@ent companies if the Transaction is consummaétedanticipated that PKS and
PKS Holdings will continue certain existing busis@srangements and relationships, as described/belo
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MINE MANAGEMENT AGREEMENT. The Construction Groumd the Diversified Group are currently discussimgeber of possible
changes to their existing relationship with resgedhe coal mining properties operated by the @anson Group. These possible changes
could include a restructuring of the current minenagement arrangement between the two Businesp§ e formation of a partnership
between the two Business Groups to hold all ofrtimé¢rests with respect to the mining propertibs,transfer by the Diversified Group to the
Construction Group of its interests in the miniognf ventures or other transaction.

KIEWIT INVESTMENT MANAGEMENT. The Diversified Groupwns 60% of, and the Construction Group owns 40%he capital stock
of Kiewit Investment Management Corp., a registeny@stment adviser that manages the Kiewit MuFuald. See "Appendix BBusiness ¢
Diversified Holdings--Kiewit Mutual Fund."

OTHER SERVICES. PKSIS currently provides certafioimation services to the Construction Group, ded@onstruction Group currently
provides certain aircraft flight and maintenancevises to the Diversified Group. The Business Gmobelieve that such services are provided
on an arms length basis, and expect that suchcesrwill continue to be provided after the Tranisacis consummated.
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THE CERTIFICATE AMENDMENTS
GENERAL

The PKS Board has approved, and recommends thaS&i<Rholders approve, the Certificate Amendmemtsetome effective only upon
the consummation of the Transaction. The Divemif#®ldings Certificate, which is a restatementhaf PKS Certificate after giving effect to
the Certificate Amendments, is attached as AppeBdiereto.

The Diversified Holdings Certificate incorporateso a single document the amendments to the PK&i€ate to account for the single-class
capital structure of Diversified Holdings followirige Transaction, and, in addition, reflects thietiten or modification of certain provisions
of the PKS Certificate which will be made unnecegsa ineffective by the consummation of the Trartigm. In particular, the Certificate
Amendments: (i) change the name of PKS from "Pi€tewit Sons', Inc.” to "Diversified Holdings, Ing.(ii) redesignate Class D Stock as
"Common Stock, par value $.01 per share"; (iiiy@ase the number of shares of Diversified Holdiagggk which Diversified Holdings is
authorized to issue from 50,000,000 to 500,0008G0es; (iv) authorize the issuance of seriesafepied stock, the terms of which are to be
determined by the Diversified Holdings Board; (Wdlify the repurchase rights to which the holder€lafss D Stock are entitled; (vi) delete
the provisions regarding Class C Stock; (vii) digsthe Diversified Holdings Board; (viii) prohibg&tockholder action by written consent; (ix)
empower the Diversified Holdings Board, exclusivetycall special meetings of the stockholdersyéqguire a super-majority vote of
stockholders to amend the Diversified Holdings By4; and (xi) modify certain other provisions of tRKS Certificate. Certain other
provisions of the Diversified Holdings Certificagjch as those with respect to indemnificationlaniation of liability of directors, while
amended by the Certificate Amendments, will be &rtimlly the same as the corresponding provisiorise PKS Certificate.

CAPITAL STRUCTURE OF DIVERSIFIED HOLDINGS

As a result of the Transaction, Diversified Holdingill be an independent company holding the assfetse Diversified Group, and holders
of Class D Stock will hold all of the outstandirgases of the single class of Common Stock, parev@lQl per share, of Diversified Holdings
as a result of the redesignation of Class D Stbbk.following amendments to the PKS Certificateamaposed in connection with the new
capital structure of Diversified Holdings followirige Transaction and certain corporate governarateers.

REDESIGNATION OF CLASS D STOCK. Holders of ClassSibck will hold the only outstanding class of capgttock of Diversified
Holdings. The Class D Stock will be redesignatetiGzammon Stock, par value $.01 per share." Fomapawison of Class D Stock and
Diversified Holdings Stock, see "Comparison of Gl&sStock and Diversified Holdings Stock."

DELETION OF CERTAIN PROVISIONS AND REFERENCES. Falling the Share Exchange, Class C Stock will haenbmandatorily
exchanged for PKS Holdings Stock, and Diversifieddihgs will no longer own the Construction Grolpaddition, as of January 1997 all
outstanding shares of PKS Class B Construction &ij Group Nonvoting Restricted Redeemable Corerexchangeable Common
Stock, par value $.0625 per share ("Class B Stoak&je converted into shares of Class D Stocktl@se reasons, it will not be necessan
the Diversified Holdings Certificate to provide ttegms of, or otherwise make reference to, eitfi€lass C Stock or Class B Stock. Upon
adoption of the Certificate Amendments, all suabvfgions and references to Class C Stock or ClaS®EBK, including provisions related to
the conversion, voting and repurchase and othbts;igvill be deleted in their entirety from the Bigified Holdings Certificate.

AUTHORIZATION OF PREFERRED STOCK. The Certificaten®ndments include a provision authorizing 10,000 $ltares of preferred
stock and authorize the Diversified Holdings Botarissue such shares of preferred stock in oneooe series. Each such series may have
such rights, preferences, privileges and
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restrictions, including voting rights, dividend Intg, conversion rights, redemption privileges aquidlation privileges, as may be determined
by the Diversified Holdings Board. Under the PKStifieate, the PKS Board is authorized to estabiighterms and issue one or more series
of preferred stock; however, the terms of suchgrrefl stock may not include voting rights and metyprovide for conversion of such
preferred stock into voting stock. Currently, thare no shares of PKS preferred stock issued atsthoding. See "Risk Factors Regarding
Diversified Holdings After the Transaction--Certdiimitations on Changes in Control of Diversifiedldings."

REMOVAL OF CERTAIN OTHER PROVISIONS. Certain proigss of the PKS Certificate will be made unnecessamotherwise
ineffective by the consummation of the Transactmmare already provided as a matter of Delawawe &ich provisions include, but are not
limited to: (i) provisions for the mandatory exclgarof Class D Stock; (ii) provisions for the gemelaties of officers; (iii) provisions
allowing for the ratification of any contract, tisaction or act by a majority of a quorum of stodkkos; and (iv) the provision allowing for 1
holding of stockholder and board meetings and #eplng of offices outside of the State of Delawatee Diversified Holdings Certificate
will not contain such provisions. For a more detaitiescription of the mandatory exchange provisieleed to Class D Stock, see
"Comparison of Class D Stock and Diversified HotgtirStock."

BOARD OF DIRECTORS

As a result of the Certificate Amendments, the Dsifeed Holdings Board will be divided into threlsses, designated Class I, Class Il and
Class llI, each class consisting, as nearly asimgyossible, of one-third of the total number oédiors constituting the Diversified Holdings
Board. The term of the initial Class | directordlwarminate on the date of the 1998 annual meatingjockholders; the term of the initial
Class Il directors will terminate on the date of #1999 annual meeting of stockholders; and the tértne initial Class Il directors will
terminate on the date of the 2000 annual meetirsggoakholders. At each annual meeting of stockheldeginning in 1998, successors to the
class of directors whose term expires at that drmeating will be elected for three-year terms. éwlingly, approximately one-third of the
Diversified Holdings Board will be elected each yeZee "Diversified Holdings Directors and Execatfficers."

Notwithstanding any limitation in the Diversifiedoldlings Certificate on the maximum number of dioest if holders of Diversified Holding
preferred stock have the right to elect a specifi@gahber of directors, the election, term of offiiking of vacancies and other features of s
directorships will be governed by the terms of spdferred stock.

If the number of directors is changed, any increasgecrease will be apportioned among the cless@s to maintain the number of directors
in each class as nearly equal as possible, andddifional director of any class appointed todifVacancy resulting from an increase in the
number of such class will hold office for a termatthvill coincide with the remaining term of thaass, but in no case will a decrease in the
number of directors shorten the term of any incumbérector. In accordance with the Diversified Hialgs Certificate and Delaware law,
directors may be removed only for cause becausBitrersified Holdings Board is classified. In addit, a director will hold office until the
annual meeting for the year in which his term eaiand until his successor will be elected, supletever, to prior death, resignation,
retirement or removal from office. Any vacancy ogyg in the Diversified Holdings Board may bedill only by a vote of the majority of t
directors then in office, even if less than a qaoror by a sole remaining director.

Board classification provision is advantageous ieBified Holdings and its stockholders becaugeyioviding that directors will serve
three-year terms rather than one-year terms, litamhance the likelihood of continuity and stabiiit the composition of the Diversified
Holdings Board and in the policies formulated byTtis will in turn permit the Diversified Holding3oard to represent more effectively the
interests of all stockholders, including the tak@igction in response to demands or actions
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by a minority stockholder or group. In additionistprovision ensures that a majority of the direst&t any given time will have had prior
experience as directors of Diversified Holdings.

NUMBER OF DIRECTORS. The PKS Certificate provides lbetween nine and 15 directors, as determinatdoy-laws of PKS (the "PK:
By-laws"). Such authorized number of directors rhayincreased no more than twice during any tweleatmperiod. The Diversified
Holdings Certificate will provide that the numbédrdirectors will be fixed between six and 15, artancies on the Diversified Holdings
Board may only be filled by the Board. The effettie Diversified Holdings Certificate and By-lavesthat the Diversified Holdings Board
could prevent any stockholder from obtaining mayorépresentation on the Diversified Holdings Bobydexpanding the size of the
Diversified Holdings Board, and filling the new éatorships with its own nominees.

POWERS OF THE BOARD. The PKS Certificate specificahumerates a number of powers and limitationpamers of the PKS Board.
The limitations typically require approval of twbitds of the directors and/ or a supermajority \aftéhe stockholders (in most cases the
holders of 80% of the Class C Stock outstandingyder for the PKS Board or PKS to take certaifoast these limitations are primarily
related, directly or indirectly, to the unique natof the PKS capital and management structurdigsrsified Holdings will possess a more
standard capital and management structure, sudatioms are not appropriate for Diversified Holglin Therefore, such limitations are not
included in the Diversified Holdings Certificatdtheough all supermajority voting rights will be méiined in the Diversified Holdings
Certificate in respect to the Diversified Holdingwck. Under the Diversified Holdings Certificaédthough the powers of the Diversified
Holdings Board will not be specifically enumeratdes Diversified Holdings Board will have complgtewer to manage the business and
affairs of Diversified Holdings, as provided undlee Delaware General Corporation Law (the "DGCL").

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatmghese provisions.
STOCKHOLDER CONSENT

The Diversified Holdings Certificate will providadt stockholders of Diversified Holdings may ordie action at an annual or special
meeting and may not act by written consent. The EKS8ificate does not contain such a general piotib Under the DGCL, unless
otherwise provided in a corporation's certificaténgorporation, any action which is required orméted to be taken at an annual or special
meeting of stockholders may instead be taken withaueeting, without prior notice and without ae4df a written consent setting forth the
action to be taken is signed by the holders oftaatling shares of stock having not less than tménmiim number of votes that would be
necessary to authorize such action at a meetistpokholders at which all shares entitled to vbtreon were present and voting.

By prohibiting stockholders from acting by writteansent, the Diversified Holdings Certificate Wiifhit the ability of any stockholder to tal
action immediately and without prior notice to ersified Holdings Board, and would allow stockters to act only at an annual or spe
meeting. As a result, the Diversified Holdings @edte ensures that all stockholders will have dpportunity to consider any matter that
could affect their rights. However, such a limibation a majority stockholder's ability to act mighpact upon such person's or entity's
decision to purchase voting securities of DiveesifHoldings.

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatimghis provision.
STOCKHOLDERS' MEETINGS

Under the DGCL, special meetings of stockholdera oérporation may be called by the corporation& ¢ of directors or by such persons as
may be authorized by a corporation's certificatenobrporation or by-laws.
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The Diversified Holdings Certificate will provideat special meetings of the stockholders may Hedcahly by the Diversified Holdings
Board, the Chairman of the Board or the Chief ExigewOfficer and may not be called by any othersperor persons. Accordingly,
stockholders of Diversified Holdings may not cafigecial meeting of stockholders. The PKS Certifida silent on this matter. The PKS By-
laws provide that special meetings of stockholdeay be called by the Chairman of the Board or atréguest of a majority of the PKS Bo
or a majority of the outstanding voting stock of £K

This provision of the Diversified Holdings Certifite is intended to ensure that the election otthre and other matters for stockholder
consideration will be voted on only at Diversifiddldings' annual meeting and that Diversified Hodgi will not be forced to incur the
expense and distraction of a special meeting uttesBiversified Holdings Board, the Chairman of Board or the Chief Executive Officer
considers such a meeting to be in the best intecdshe stockholders and calls such a meeting.PKf@ Board believes that the Diversified
Holdings Board is in the best position to deternthmese issues which are properly the subject geaial meeting of stockholders. Although
this provision has the effect of precluding stodileo consideration of a proposal over the oppasitibthe Diversified Holdings Board, the
Chairman of the Board or the Chief Executive Offithe PKS Board believes that stockholders argigeal a full opportunity to make prog
proposals at duly convened stockholder meetingg@neljuest that any such proposal be presentembfmideration to other stockholders in
the Diversified Holdings' annual proxy statement.

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatimghis provision.
AMENDMENT OF BY-LAWS

The Diversified Holdings Certificate will providaat the stockholders of Diversified Holdings may adopt, repeal, alter, amend or rescind
the Diversified Holdings By-laws except upon thérafative vote of at least two-thirds of the votatitled to be cast by the holders of
outstanding shares of stock of Diversified HoldinBlse DGCL vests such power solely in the stockl@af a corporation unless such po
is conferred upon the board of directors in theifoemte of incorporation. The PKS Certificate aemtly provides that the PKS Bgws may b
amended by the affirmative vote of two-thirds af PKS Board, or both (i) two-thirds of the outstiagdClass C Stock and (ii) a majority of
the outstanding voting stock of PKS.

The PKS Board believes that this provision willhts assure continuity with respect to the managemithe day-to-day operations of
Diversified Holdings. In addition, the provisionliyprevent a purchaser who acquires a majorithef@iversified Holdings Stock from
adopting by-laws which are not in the best inteoéstll the stockholders or repealing by-laws whéch in such stockholders' interests.

See "--Reasons for the Corporate Governance Poogisfor additional background discussion relatimghis provision.
REPURCHASE RIGHTS

Currently, holders of Class D Stock may require R&KBurchase any or all of the Class D Stock hglthem by delivering the certificate or
certificates for such Class D Stock to PKS togettiélt a written notice requesting repurchase. PKStrpay for any repurchased Class D
Stock within 60 days after receipt of the certifesaand written notice.

The PKS Board may limit the obligation of PKS tpuechase Class D Stock for cash after PKS hasyifiscal year purchased shares of
Class D Stock tendered to PKS in an amount equE)%6 of the number of shares of Class D Stock antkhg at the end of the prior fiscal
year (the "10% Threshold"). During a given fiscahy, until the 10% Threshold is reached PKS muymirahase all shares of Class D St
tendered. If the 10% Threshold is reached, the B&&d may elect to repurchase Class D Stock byetétig a promissory note instead of
cash. In setting the proportion of shares to belmsged for cash, the PKS Board may set the propost that the cumulative shares sold
during the fiscal year is equal to
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the 10% Threshold or the PKS Board may set sonteehigroportion. Under the PKS Certificate, the pgsory notes have a term to maturity
not to exceed two years.

The Diversified Holdings Certificate will providepurchase rights similar to those provided witlpees to Class D Stock under the PKS
Certificate. Under the Diversified Holdings Cextdie, however, promissory notes issued after tB& TBreshold is reached in a given fiscal
year may have such term to maturity, up to tensjess the Diversified Holdings Board may determirtgs extension of the potential ter

of repurchase promissory notes is intended to geothie Diversified Holdings Board with greater flghty in responding to a substantial call
on its capital by stockholders seeking redempti®e "Risk Factors Regarding Diversified HoldingseAthe Transaction--Modification of
Repurchase Obligation."

REASONS FOR THE CORPORATE GOVERNANCE PROVISIONS

GENERAL. Although it is not anticipated that Cld3sStock will be listed for trading on a stock exabe or market at the Effective Time, i
anticipated that such a listing will be soughtwadtstime that Diversified Holdings determines tseacapital through a public equity offering
or denies to have a listed equity security avaddbt acquisitions. See "Risk Factors RegardingeRiied Holdings After the Transaction--
Certain Limitations on Changes in Control of Diviesl Holdings" and "Comparison of Class D Stockl &iversified Holdings Stock--
Listing." If the Diversified Holdings Stock becompsblicly traded, the Diversified Holdings Certdite provisions described under "--Board
of Directors", "--Stockholder Consent", "--Stocktefs' Meetings" and "--Amendment of By-laws" ab{egether, the "Corporate
Governance Provisions") would reduce the vulneitgtof Diversified Holdings to an unsolicited takew proposal not deemed by the
Diversified Holdings Board to be in the best instseof the stockholders. As a result of the Trat@acDiversified Holdings will not have
Class C Stock. Accordingly, Diversified Holdings wd no longer have a class of capital stock whizhla be held only by certain persons,
and, if Diversified Holdings Stock was sold bydtsrent holders, Diversified Holdings could be sdbjto coercive takeover tactics which
might impede its long-term business prospects.tmporate Governance Provisions are proposed witavatoward better enabling
Diversified Holdings to (i) develop its businessaiiigh long-range planning and to foster its lomgatgrowth,

(i) attempt to avoid the necessity of sacrificthgse plans for the sake of short-term gains aadifruptions caused by any threat of a
takeover not deemed by the Diversified Holdingsr8da be in the best interests of Diversified Holgh and its stockholders and (iii) allow
the Diversified Holdings Board to make a reasonatlunpressured evaluation in the event of an uritedi takeover proposal.

In addition, these measures would discourage cetigpies of transactions, which may involve an datughreatened change of control of
Diversified Holdings. The measures are designedake it more difficult and timeensuming to change, among other things, majodtyrol

of the Diversified Holdings Board and thus reduoe tulnerability of Diversified Holdings to an utisded proposal for a takeover,
particularly one that is made at an inadequatee@iadoes not contemplate the acquisition of athefDiversified Holdings capital stock, or
an unsolicited proposal for the restructuring de &d all or part of Diversified Holdings. The PK&ard believes that, as a general rule, such
proposals would not be in the best interest of Bified Holdings and its stockholders. The DivaesifHoldings Board will always be bound
by its fiduciary duties to act in the best interasDiversified Holdings and its stockholders.

Historically, the accumulation of substantial st@asitions in public companies by third partiesasnetimes a prelude to proposing a take

or a restructuring or sale of all or part of suoimpanies or other similar extraordinary corpora&tioa or simply as a means to put such
companies "in play." Such actions are often un#tertdoy the third party without advance notice togansultation with, the management of
such companies. In many cases, the purchaser sg#ksentation on the particular company's boadirettors in order to increase the
likelihood that its proposal will be implemented twe company. If the company resists the efforthefpurchaser to obtain representation on
the particular company's board, the purchaser ramntence a proxy contest to have its nominee eléotéte board in place of certain
directors or the entire board. In a number of cabespurchaser may not truly be
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interested in taking over the company, but useshiteat of a proxy fight and/or a bid to take othex company as a means of forcing the
company to repurchase the purchaser's equity positia substantial premium over the existing ntgvkiee or as a means to put the comy
into "play" solely to reap short-term gains frors hécent accumulation of stock.

The PKS Board believes that the imminent threaenfoval of management in such situations would redyeurtail management's ability to
negotiate effectively with such purchasers. In &ddj the PKS Board believes that the ability efiad party to put Diversified Holdings "in
play" would severely curtail management's abilitynegotiate effectively with any other third pairtyerested in acquiring Diversified
Holdings. Diversified Holdings' management woulddegrived of the time and information necessamualuate the takeover proposal, to
study alternative proposals and to help ensuretligabest price is obtained in any transactionlinmg Diversified Holdings which may
ultimately be undertaken. If the real purpose ti#kaeeover bid were to force Diversified Holdingsépurchase an accumulated stock intere
a premium price, management would face the risk thia did not repurchase the purchaser's stotérest, the Company's business and
management would be disrupted, perhaps irreparably.

Given the unique capital structure of PKS and tbealy held nature of Class C Stock, the PKS Geatié does not contain provisions similar
in purpose and effect to the Corporate Governangei$tons. In the view of the PKS Board, the rel@varovisions of the Diversified
Holdings Certificate which PKS Stockholders arengeasked to approve will help ensure that the Bified Holdings Board, if confronted

a proposal from a third party which has acquirddbak of Diversified Holdings' capital stock, wilave sufficient time to review the proposal
and appropriate alternatives to the proposal arsttin what it believes to be the best interektssstockholders.

AMENDMENTS TO THE PKS BY-LAWS. In addition to thed@porate Governance Provisions, the PKS Board\mdi¢hat certain
amendments to the PKS By-laws will further protestersified Holdings from an actual or threatenédmge of control. In furtherance
thereof, the PKS Board intends to approve the Bified Holdings By-laws, which will become effeatiupon the filing of the Diversified
Holdings Certificate with the Secretary of Statdlef State of Delaware. The PKS By-laws can be dettby the PKS Board. As such, no
action need be taken by PKS Stockholders with etdpesuch amendments; the following descriptiothefamendments to the Diversified
Holdings By-laws is being furnished only to notPKS Stockholders of the proposed adoption of smobralments by the PKS Board.

Diversified Holdings By-Laws will provide that arsjockholder of record may nominate one or moreguer$or election as director or
directors at an annual meeting or at any speciatimg of stockholders called for the purpose ottitg directors only if written notice of
such stockholder's intent to make such nominatiriains certain specified information and has ligeen to the Secretary of Diversified
Holdings within a specified time prior to the meeti In the case of an annual meeting of stockhse]dke notice must be given not less than
60 days nor more than 90 days prior to the anrdvgrdate of the immediately preceding annual mgatfrstockholders; provided, however,
that in the event that the annual meeting is cdblec date that is not within 30 days before ¢era$uch anniversary date, notice by the
stockholder in order to be timely must be receinedater than the close of business on the tentHalwing the day on which such notice
of the date of the annual meeting was mailed on gublic disclosure of the date of the annual nmgetvas made, whichever first occurs. In
the case of a special meeting of stockholdersatédiethe purpose of electing directors, the notieest be given not later than the close of
business on the tenth day following the day on tvhictice of the date of the special meeting wadadair public disclosure of the date of
special meeting was made, whichever first occurs.

Such stockholder's notice will be required to settf as to each person whom the stockholder pragoseominate for election as a directo
the name, age, business address and residencesdtitke person, (ii) the principal occupatioremmployment of the person, (iii) the class or
series and number of shares of capital stock oéBified Holdings which are owned beneficially érecord by the person and (iv) any other
information relating to the person that would bguieed to be disclosed in a proxy statement orrdiliegs required to be made in connect
with solicitations of proxies for election
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of directors pursuant to Section 14 of the Exchahgte and the rules and regulations promulgatecetireder. In addition, such stockholder's
notice must set forth, as to the stockholder githgnotice (i) the name and record address of statkholder, (ii) the class or series and
number of shares of capital stock of Diversifiedditags which are owned beneficially or of recordduch stockholder, (iii) a description of
all arrangements or understandings between suchtsilmier and each proposed nominee and any othsspéncluding his name and
address) pursuant to which the nomination(s) abetmade by such stockholder, (iv) a representaliansuch stockholder intends to appear
in person or by proxy at the meeting to nominageglrsons named in its notice and (v) any otherinétion relating to such stockholder that
would be required to be disclosed in a proxy stateror other filings required to be made in conioectvith solicitations of proxies for
election of directors pursuant to Section 14 offlxehange Act. Such notice must be accompaniedvimjtizen consent of each proposed
nominee to be named as a hominee and to servdigector if elected.

The chairman of a meeting of the Diversified Hotgirstockholders may refuse to acknowledge the ratioimof any person not made in
compliance with the foregoing procedures. Althotigdnomination provision does not give the DivéesifHoldings Board any power to
approve or disapprove of stockholder nominatiomgte election of directors, this provision may édhe effect of precluding a nomination
for the election of directors at a particular arirmaeting if the proper procedures are not followsstd may discourage or deter a third party
from conducting a solicitation of proxies to eléstown slate of directors or otherwise attemptimgbtain control of Diversified Holdings,
even if such attempt might be beneficial to Diviéesi Holdings and its stockholders.

The Diversified Holdings By-Laws also will providleat certain requirements must be satisfied fom®mss to be properly introduced by a
stockholder of record of Diversified Holdings atamual meeting of stockholders where such busisasst specified in the notice of
meeting or brought by or at the direction of theaRbof Directors. In addition to any other applieatequirements, such business may be
introduced by such stockholder at such meeting ibnilyitten notice thereof is given by such stockdes to the Secretary of Diversified
Holdings not less than 60 nor more than 90 days poithe anniversary date of the immediately pdewgannual meeting of stockholders;
provided, however, that in the event that the ahmegting is called for a date that is not withihdays before or after such anniversary date,
notice by the stockholder in order to be timely hesreceived not later than the close of businaeghe tenth day following the day on wh
such notice of the date of the annual meeting waitethor such public disclosure of the date ofghaual meeting was made, whichever first
occurs.

Such stockholder's notice will be required to sethf as to each matter such stockholder proposesrtg before the annual meeting (i) a brief
description of the business desired to be brougfrb the annual meeting and the reasons for céindusuch business at the annual meeting,
(il) the name and record address of such stockhd(iii§ the class or series and number of shafesapital stock of Diversified Holdings

which are owned beneficially or of record by sutdtkholder, (iv) a description of all arrangememtainderstandings between such
stockholder and any other person (including hiseamd address) in connection with the proposalich $usiness by such stockholder and
any material interest of such stockholder in sugsifess and

(v) a representation that such stockholder intéadgpear in person or by proxy at the annual mget bring such business before the
meeting.

The stockholder proposal provision of the DiveesifHoldings By-laws will not preclude discussionany stockholder of any business
properly brought before any meeting of stockholderder this provision, the chairman of the annmakting may, if the facts warrant,
determine and declare that any business was npepydrought before such meeting and such busingékssot be transacted. Although this
provision does not give the Diversified HoldingsaBa or the chairman of the annual meeting any psweapprove or disapprove such
matters, the stockholder proposal provision mayehhe effect of precluding the consideration ofteratat a particular annual meeting if the
proper procedures are not followed, even if appgrofzauch matters may be deemed by some stockislddye beneficial to Diversified
Holdings and its stockholders.
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SECTION 203 OF THE DELAWARE GENERAL CORPORATION LAW

Diversified Holdings is a Delaware corporation authject to Section 203 of the DGCL. Generally, Bac203 prohibits a publicly held
Delaware corporation from engaging in a "busin@sshination” with an "interested stockholder” fopexiod of three years after the time <
stockholder becomes an interested stockholderssifieprior to such time, the board of directorghe corporation approved either the
business combination or the transaction which teduh the stockholder becoming an interested stoider, (i) upon consummation of the
transaction which resulted in the stockholder bangran interested stockholder, the interested siolder owned at least 85% of the voting
stock of the corporation outstanding at the timeettnsaction commenced, or (iii) at or subseqteestich time, the business combination is
approved by the board of directors and authorizethe affirmative vote of at least 66 2/3% of thestanding voting stock that is not owned
by the interested stockholder. A "business comlnaincludes (a) any merger or consolidation @& tdorporation with the interested
stockholder, (b) any sale, lease, exchange or dibposition, except proportionately as a stockéotaf such corporation, to or with the
interested stockholder of assets of the corpordtaning an aggregate market value equal to 10%ooe of either the aggregate market value
of all the assets of the corporation or the aggeegearket value of all the outstanding stock ofdbgporation, (c) certain transactions resul

in the issuance or transfer by the corporatiortatlsof the corporation to the interested stockbnl@d) certain transactions involving the
corporation which have the effect of increasinggheportionate share of the stock of any classdes of the corporation which is owned by
the interested stockholder or (e) certain transastin which the interested stockholder receivearicial benefits provided by the corporation.
An "interested stockholder" generally is (i) anygmn that owns 15% or more of the outstanding gostock of the corporation, (ii) any
person that is an affiliate or associate of th@pamation and was the owner of 15% or more of thistanding voting stock of the corporatiot
any time within the three-year period prior to tfe#e on which it is sought to be determined whesheh person is an interested stockholder
and (iii) the affiliates or associates of any spehson.

DIVERSIFIED HOLDINGS RIGHTS PLAN

It is anticipated that the Diversified Holdings Bdavill adopt the Diversified Holdings Rights Pland in connection therewith enter into the
Diversified Holdings Rights Agreement. The follogidescription of the Diversified Holdings RightaRlis being furnished only to notify
PKS Stockholders of the anticipated adoption ohquian by the Diversified Holdings Board. The Disified Holdings Rights Plan will have
certain antitakeover effects. To implement the Diversified Hotgs Rights Plan, the Diversified Holdings Boardl wuthorize the issuance
one right (a "Diversified Holdings Right") for eashare of Diversified Holdings Stock outstandingfia certain date and issued thereafter
until the Distribution Date (as defined in the Disiied Holdings Rights Agreement). Each Diversifidoldings Right will entitle the holder
to purchase from Diversified Holdings one dheusandth of a share of a series of preferredkdtobe designated by the Diversified Holdi
Board (the "Rights Plan Preferred Stock") at a sigecinitial purchase price that will be subjeotadjustment. The Diversified Holdings
Rights expire on the tenth anniversary of its adoptunless extended or earlier redeemed by DifiedsHoldings. The Diversified Holdings
Rights will cause substantial dilution to a persomgroup that attempts to acquire, or merge witlieBified Holdings without conditioning
the offer on the Diversified Holdings Rights bemgdered inapplicable.

The Diversified Holdings Rights will separate frahe Diversified Holdings Stock and a Distributioat® will occur upon the earlier of ten
days following public disclosure that certain p&sor groups of persons have become a beneficia¢oof 15% or more of the outstanding
Diversified Holdings Stock (an "Acquiring Persowf)ten business days following the commencemeattefhder offer or exchange offer that
would result in certain persons or groups becomaim@cquiring Person. Upon the occurrence of a istion Date, each holder of a
Diversified Holdings Right will have the right teeeive, upon exercise of the right, Diversified diogjs Stock having a value equal to two
times the exercise price of the
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Diversified Holdings Right, except that all Divdisd Holdings Rights held by an Acquiring Persoediae null and void.

In the event that a person becomes an AcquiringdPeaind Diversified Holdings is acquired in a memyeother business combination in
which Diversified Holdings is not the surviving paration, or more than 50% of the assets or eaiminger of Diversified Holdings' assets
are sold or transferred, each holder, except faquking Persons, of a Diversified Holdings Rightlwave the right to receive, upon exercise,
common stock of the acquiring company which haalaevequal to two times the exercise price of eeBiNied Holdings Right.

The Rights Plan Preferred Stock will be nonrededejamnd subordinate to all other series of DiveediHoldings preferred stock. The
liquidation preference of each share of Rights Pleaferred Stock will be an amount equal to (i0D,@imes the aggregate amount to be
distributed per share to holders of Diversified diofjs Stock and (ii) after the payments set famti), a ratable and proportionate share with
the holders of Diversified Holdings Stock of thengning assets to be distributed. Each share ditRiglan Preferred Stock will be entitlec
receive, when, as and if declared, a quarterlydéi at the rate equal to 1,000 times the aggregatshare amount of all cash dividends and
1,000 times the aggregate per share amount obalcash dividends or other distributions (payablkind) (other than a dividend payable in
Diversified Holdings equity securities). Each shaf®ights Plan Preferred Stock will have 1,000egpsubject to adjustment, voting together
with the Diversified Holdings Stock and not as pasate class. If Diversified Holdings enters intby @aonsolidation, merger, combination or
other transaction in which the shares of Diverdifioldings Stock are exchanged, each share of KRjlan Preferred Stock will be entitled to
receive 1,000 times the amount received per sHdbéversified Holdings Stock. The right of the RighPlan Preferred Stock as to dividends,
voting right and liquidation are protected by aiftition provisions.

Diversified Holdings may redeem the Diversified #ialgs Rights in whole, but not in part, at any tiomgil ten days following the date on
which there has been public disclosure that, asfatlicating that, a person has become an AcquPierson at a price (the "Redemption
Price") of $.01 per Diversified Holdings Right @uch other consideration deemed appropriate bpibersified Holdings Board) by
resolution of the Diversified Holdings Board, sutijeo certain exceptions. The redemption of theelBsified Holdings Rights may be made
effective at such time on such basis with such itimms as the Diversified Holdings Board in itsesdliscretion may establish. The Diversif
Holdings Rights will terminate immediately upon thaion of the Diversified Holdings Board orderireglemption of the Diversified
Holdings Rights and thereafter the holders of Dsiferd Holdings Rights will only be able to receittee Redemption Price.

Other than provisions relating to the principal mamic terms of the Diversified Holdings Rights, iwersified Holdings Rights Agreement
may be amended by resolution of the Diversifiedditals Board, subject to certain exceptions, pudhe Distribution Date. After the
Distribution Date, the Diversified Holdings Righgreement may be amended by resolution of the Bifred Holdings Board, subject to
certain exceptions, in order to cure any ambigudynake changes which do not adversely affecinteeests of holders of Diversified
Holdings Rights (excluding the interests of any Bicqpg Person or its affiliates or associates}ooshorten or lengthen any time period under
the Diversified Holdings Rights Agreement; providadwever, that no amendment to adjust the timg@eoverning redemption may be
made at such time as the Diversified Holdings Rigite not redeemable.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC. AND THE CONSTRUCTION GROUP

The following selected historical and pro formaaficial data of PKS and the Construction Group shbalread in conjunction with the PKS
and the Construction Group historical financiatestaents and the notes thereto and the pro formaadial information and the notes thereto
included elsewhere herein or incorporated hereirelgrence.

The selected historical financial data for eacthefyears in the period 1992 to 1996 and as oétlteof each such year have been derived
from audited financial statements. The selectetbfital financial data for the six months endedel@f, 1996 and 1997, and as of June 30,
1997, have been derived from unaudited financakstents. In the opinion of management, such uteditinancial statements reflect all
adjustments consisting only of normal recurringraats, necessary to present fairly the financiaitpun of PKS and the Construction Group
at June 30, 1997 and the results of operationthésix months ended June 30, 1996 and 1997. Baéts®f operations for the six months
ended June 30, 1997 are not necessarily indicafittee results that may be expected for the ed®@Y fiscal year.

The pro forma results of operations data for tRersdnths ended June 30, 1997 of PKS and the CatistnuGroup, respectively, assume that
the Transaction is consummated on December 29, T%@6pro forma results of operations data foryte@ ended December 28, 1996 of
PKS and the Construction Group, respectively, asstimat the Transaction is consummated on Decenmher9®5. The pro forma financial
position data of PKS and the Construction Groupfakine 30, 1997 assume that such transactionsceaseimmated as of such date. The
forma information assumes, in two separate scesahat 1,500,000 shares (Scenario 1) and 3,006/0@@s (Scenario 2) of Class C Stock
will be converted in the 1997 Conversion Period.

The pro forma financial information is not intendedeflect the results of operations or the firahgosition of PKS and the Construction
Group which actually would have resulted had then$action been effective on the dates indicatededier, the pro forma information is
not intended to be indicative of future result®pérations or financial position of PKS or the Gamstion Group.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

1992 1

RESULTS OF OPERATIONS:
Revenue (4)(5).....cccoevvvuennns $ 1918 $
Earnings before cumulative effect
of change in accounting

principle(6).. 162
Net earnings(6).... 181
FINANCIAL POSITION:
Total assets(4)(5).........cu..... $ 2549 $
Current portion of long-term
debt(4)(5)(7)..ccvevvrnnns 3
Long-term debt, less current
portion(4)(5)(7)....cceeveene. 30
Stockholders' equity(8).......... 1,458

PER COMMON SHARE:
Net Earnings:

Dividends(9):
Class C Stock. 0.70
Class D Stock.... 1.95
Stock Price (4)(10):
Class C Stock.... 18.70
Class D Stock. 50.65
Book Value:
Class C Stock................. 23.31
Class D Stock.................. 50.75
SCENARIO

2

RESULTS OF OPERATIONS:
Revenue (4)(5).....cccccevrnens $ 285
Earnings before cumulative effect

of change in accounting

principle(6)..........ccc...... 116

Net earnings(6).... 116

FINANCIAL POSITION:

Total assets(4)(5).....ccccovrvn
Current portion of long-term

debt(4)(5)(7)..covvvirinnnn

Long-term debt, less current
portion(4)(5)(7)....ceeveene.
Stockholders' equity(8)..........
PER COMMON SHARE:
Net Earnings:

Class C Stock:
Primary......cccccveeens
Fully diluted................

Class D Stock:
Primary......c.cccccoeenene. $ 4.04
Fully diluted................ 4.03

Dividends(9):

Class C StockK..................

Class D Stock....
Stock Price (4)(10):

Class C StockK..................

Class D Stock..................
Book Value:

Class C StockK..................

Class D Stock..................

HISTORICAL

SIXM
END
FISCAL YEAR ENDED JUNE

993 1994 1995 1996 1996

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNT

2,050 $ 2,700 $ 2,867 $ 2,904 $ 1,363
261 110 244 221 71

261 110 244 221 71
3,634 $ 4504 $ 3,451 $ 3,548

15 33 42 57

462 908 370 332
1671 1,736 1,607 1,819

463 % 4923% 778 $ 1013 $ 3.46
4.59 4.86 7.62 9.82 3.36

9.08 1.63 6.45 4.85 1.54
9.06 1.63 6.44 4.85 1.54

0.70 0.90 1.05 1.30 0.60
050 -- 0.50 050 --

2235 25,55 3240 40.70 31.80
59.40 60.25 49.50 54.25 49.50

2743 31.39 4290 51.02 4534
59.52 60.36 49.49 5423 54.22

SIX MONTHS ENDED

JUNE 30, 1997

42 43
42 43

$ 2115 $ 2,175

1 1
133 133
1,480 1,540

$ 143 $ 143

1.43 1.43
54.90 54.90
54.92 54.89

PRO
FORMA(1)(2)(3)
FISCAL YEAR

ONTHS ENDED

ED DECEMBER

30, 28, 1996
SCENARIO

1997 1

$ 1,381 $ 285
91 114
91 114
$ 3,805
14

393
1,926

$ 534
5.13

167 $ 4.07
1.67 4.06

0.70

40.00
54.25

55.38
55.62



(1) The pro forma results of operations data areprded assuming that the Transaction is consumnustéecember 31, 1995 and Decen
29, 1996 for the fiscal year ended December 286 B9l six months ended June 30, 1997, respectiVeb/pro forma financial position data
as of June 30, 1997 assumes that the Transacti®earsummated as of such date. The pro forma fialaahata of PKS should be read in
conjunction with PKS' historical consolidated fical statements and the notes thereto and theF&ma Financial Information” included
elsewhere herein or incorporated by reference.

(2) The pro forma information assumes, in two safgascenarios, that 1,500,000 shares (Scenariedlthat 3,000,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 Corwver®eriod.

(3) The PKS Board approved the Transaction at eiap@eeting held on August 14, 1997. The pro foreslts of operations, financial
position and per common share data assume thengarstatement and balance sheet accounts of thetrGation Group have been removed
as a result of the Transaction. In addition, therafing results and financial position of C-TEC é&&een reflected as an equity method
investment in the pro forma data due to C-TEC'slpenreorganization which will reduce PKS' votimgegrest below fifty percent.

(4) In September 1995, PKS dividended its investmmeMFS to Class D Stockholders. MFS' resultspérations have been classified as a
single line item on the statements of earningsulinal995. MFS is consolidated in the 1992-1994rusasheets.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
PETER KIEWIT SONS', INC.

(To be renamed Diversified Holdings, Inc. followitige consummation of the Transaction)

(5) In October 1993, PKS acquired 35% of the outiitegy shares of GEC that had 57% of the available voting rightsJanhe 30, 1997, PK
owned 48.5% of the outstanding shares and 63.6%eofoting rights.

(6) In 1993, through two public offerings, PKS s@@P6 of MFS, resulting in a $137 million after-tgain. In 1994 and 1995, additional MFS
stock transactions resulted in $35 million and $fiaon after-tax gains to PKS and reduced its ovehgy in MFS to 67% and 66%.

(7) In January 1994, MFS issued $500 million of/% Senior Discount Notes.

(8) The aggregate redemption value of the Class€kSnd Class D Stock at June 30, 1997 was $4D0idmand $1,333 million,
respectively.

(9) The 1992, 1993, 1994, 1995 and 1996 Class tkStiwidends include $.30, $.40, $.45, $.60 and $&r share dividends declared in 1¢
1993, 1994, 1995 and 1996, respectively, but paithhuary of the subsequent year. The 1992, 1993296 Class D Stock dividends
include $.50 per share dividends declared in 12995 and 1996 but paid in January of the subseqamt Pro forma dividends have not
been presented as the amount of any dividendsrthgtave been declared if the Transaction had oedas of the beginning of the
respective periods cannot be determined.

(10) Pursuant to the PKS Certificate, the stockepdalculation of a share of Class C Stock andsdlaStock is computed annually at the end
of the fiscal year, except that adjustments tostbek price to reflect dividends are made at e tsuch dividends are declared.

58



SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA OF
THE CONSTRUCTION GROUP

(To be operated by PKS Holdings, Inc. which willleeamed "Peter Kiewit Sons', Inc." following trensummation of the Transaction)

HISTORICAL PRO FORMA(1)(2)
SIX MONTHS
ENDED FISCAL YEAR ENDED
FISCAL YEAR ENDED JUNE 30, DECEMBER 28, 1996
SCENARIO  SCENARIO
1992 1993 1994 1995 1996 1996 1997 1 2

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

RESULTS OF OPERATIONS:

Revenue................ $ 1675 $ 1,783 $ 2,175 $ 2,330 $ 2,286 $ 1,072 $ 1,047 $ 2,286 $ 2,286
Earnings before
cumulative effect of
change in accounting
principle............ 69 80 77 104 108 36 50 107 105
Net earnings 82 80 77 104 108 36 50 107 105
FINANCIAL POSITION:
Total assets........... $ 862 % 889 $ 963 $ 977 $ 1,036 $ 1,117
Current portion of
long-term debt....... 2 4 3 2 - 2
Long-term debt, less
current portion...... 12 10 9 9 12 16
Stockholders'
equity(3).....cccueue. 437 480 505 467 562 559
PER COMMON SHARE:
Net Earnings:
Primary.............. $ 448 3% 463 $ 492 $ 778 $ 1013 $ 346 $ 534 $ 1121 $ 13.12
Fully diluted. 4.46 4.59 4.86 7.62 9.82 3.36 5.13 11.21 13.12
Dividends(4)..... 0.70 0.70 0.90 1.05 1.30 0.60 0.70
Stock price(5).........  18.70  22.35 25,55 3240 40.70 31.80 40.00
Book value............. 2331 2743 31.39 4290 51.02 4534 55.38

SIX MONTHS ENDED
JUNE 30, 1997

RESULTS OF OPERATIONS:
Revenue................ $ 1,047 $ 1,047
Earnings before

cumulative effect of

change in accounting

principle............ 49 48
Net earnings........... 49 48

FINANCIAL POSITION:

Total assets........... $ 1056 $ 996
Current portion of

long-term debt....... 2 2
Long-term debt, less

current portion...... 6 6
Stockholders'
equity(3)....c.cenn 505 445

PER COMMON SHARE:

Net Earnings:

Primary.............. $ 592 $ 7.10
Fully diluted. 5.92 7.10
Dividends(4).....
Stock price(5)......... 42.50 43.00
Book value............. 55.92 59.09

(1) The pro forma results of operations data areprded assuming that the Transaction was consundrat®ecember 31, 1995 and
December 29, 1996 for the fiscal year ended Dece2thel 996 and six months ended June 30, 1997 atbeplg. The pro forma financial
position data as of June 30, 1997 assume thatrtresdction was consummated as of such date. THenmna financial data of the
Construction Group should be read in conjunctiothttie Construction Group's historical financiatsments and the notes thereto and the
"Pro Forma Financial Information” included elsewberein.

(2) The pro forma information assumes, in two saf@ascenarios, that 1,500,000 shares (Scenariwd13,800,000 shares (Scenario 2) of
Class C Stock will be converted in the 1997 CoriverPeriod.

(3) Ownership of the Class C Stock is restrictedadain employees conditioned upon the executiorpurchase agreements which restrict
the employees from transferring the stock. PKSeisegally committed to purchase all Class C Stodkeaprice determined, when put to P



by a stockholder, pursuant to the PKS Certifichitee aggregate redemption value of the Class C Stbdkne 30, 1997 was $404 million.

(4) The 1992, 1993, 1994, 1995 and 1996 Class €kStiwidends include $.30, $.40, $.45, $.60 and $&r share dividends declared in 1¢
1993, 1994, 1995 and 1996, respectively, but paithnuary of the subsequent year. Pro forma didsléave not been presented as the
amount of any dividends that may have been deciftkd Transaction occurred as of the beginninthefrespective periods cannot be
determined.

(5) Pursuant to the PKS Certificate, the stockegpaalculation of a share of Class C Stock is cosgbannually at the end of the fiscal year,
except that adjustments to the stock price tocetflevidends are made at the time such divideneslaclared.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS OF THE CONSTRUCTION GROUP

THE FOLLOWING DISCUSSION AND ANALYSIS SHOULD BE REB IN CONJUNCTION WITH THE HISTORICAL AND PRO
FORMA CONSOLIDATED FINANCIAL STATEMENTS AND NOTES HERETO AND THE OTHER FINANCIAL INFORMATION
INCLUDED ELSEWHERE IN THIS PROXY STATEMENT/JOINT RRSPECTUS.

RESULTS OF OPERATIONS
COMPARISON OF SIX MONTHS ENDED JUNE 30, 1997 TO SIXMONTHS ENDED JUNE 30, 1996

CONSTRUCTION. The Construction Group's operaticans loe separated into two components: constructidmaaterials. The Construction
Group's total revenue for the six months ended 30n&997 decreased $25 million or 2% comparetestaime period in 1996. Revenue for
the construction business decreased 4% to $91Bmdbmpared to $961 million in 1996. This decreass due to several large projects
being in the start-up phase and the substantiaptsiion of the San Joaquin toll road project ateéhd of 1996. Although construction
revenue was down, materials revenue increased 1#%todhe strong demand for aggregates in the Asizoarket.

Contract backlog at June 30, 1997 was $3.5 bittibwhich 4% is attributable to foreign operationsdted in Canada and Indonesia. Dom
projects are spread geographically throughout thiged States. Included in backlog is $755 million the "I-15" project awarded in late
March 1997. Kiewit is the sponsoring partner ondhksign-build joint venture reconstructing 16 mibédnterstate 15 through the Salt Lake
City area. The project is expected to be complat&D01.

Margins on construction projects for the first sionths of 1997 increased to 10% compared to 8%hésame period in 1996. Claim
settlements received in the first quarter of 198 the recognition of additional revenue from tla@ Soaquin toll road were the primary
factors contributing to the increase. Materialsgires in the first six months of 1997, as a percgat@f revenue, were unchanged from the
same period in 1996.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmthistrative expenses increased 8% in the firstaixths of 1997
compared to the same period of 1996. The increaseattributable to higher compensation, travel@odfessional services expenses.

INTEREST EXPENSE, NET. The repayment of short tearrowings in the first and second quarter of 18@6 responsible for the reduct
of interest expense in the first six months of 186mpared to the same period of 1996.

OTHER, NET. The 21% increase in other income infitts¢ six months of 1997 compared to the sameopeni 1996 was attributable to
higher mine management fee income and increased gaithe disposition of construction equipment.

PROVISION FOR INCOME TAXES. The effective income tates for the first six months of 1997 and 198fced from the expected
statutory rate of 35% primarily due to state incdmees.

COMPARISON OF FISCAL YEAR ENDED DECEMBER 28, 1996 TO FISCAL YEAR ENDED DECEMBER
30, 1995

CONSTRUCTION. The Construction Group's operatioms loe separated into two components; constructidmaaterials. Revenue from
construction decreased 2% to $2,060 million in 1998s resulted from the completion of several majwjects during the year, while many
new contracts were still in the start-up phase. Cbhastruction Group's share of joint venture reeeramained at 30% of total revenues in
1996. Contract backlog at December 28, 1996 w&a difion, of which 4% is attributable to foreigperations, principally in Canada and the
Philippines. Projects on the west coast of the ééh§tates account for 42% of the total backlog.eRae from materials increased by less
1% in 1996.
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Increased demand for aggregates in the Arizonaeharis offset by a decline in precious metal sdlbs.Construction Group sold its gold
and silver operations in Nevada to Kinross Goldgoaation ("Kinross") and essentially liquidatedntgtals inventory in 1995.

Opportunities in the construction and materialsistdy continued to expand along with the economyndul996. Because of the increased
opportunities, the Construction Group was ableg@édlective in the construction projects it purs@@ass margins for construction increased
from 8% in 1995 to 10% in 1996. This resulted fritta completion of several large projects and irsdaefficiencies in all aspects of the
construction process. Gross margins for materiatéirted from 13% in 1995 to 10% in 1996. The latkigher margin precious metals sales
in 1996 combined with slightly lower constructioatarials margins produced the reduction in opegatiargin.

GENERAL AND ADMINISTRATIVE EXPENSES. General andrathistrative expenses increased 1% for 1996 condparé995. Increases
in compensation and travel expenses were partéfitet by lower insurance, computer operations@hdr administrative expenses.

INVESTMENT INCOME. Investment income increased 24?4996 compared to 1995. The increase was priynaué to ME Holding Inc.'s
equity earnings increasing from $2 million in 198554 million in 1996 and due to $2 million of irstenent income from other equity
investments. Partially offsetting this increase wadight decline in interest income, due to a éase in the average cash balance during the
year.

INTEREST EXPENSE. The increase in interest expeh§2 million in 1996 compared with 1995 was priiyeattributable to the short-term
borrowings outstanding during the year.

OTHER, NET. In 1995, the exchange of the ConstomcGroup's gold and silver operations in Nevadaf600,000 shares of common stock
of Kinross led to a $21 million gain for the Constiion Group. The gain was the difference betwbderQonstruction Group's book value in
the gold and silver operations and the market vafube Kinross shares at the time of the excha®geer income was also primarily
comprised of mine management fees, of $37 millioth $30 million in 1996 and 1995, respectively, gaths on the disposition of property,
plant and equipment and other assets of $17 midlimh$12 million in 1996 and 1995, respectively.

PROVISION FOR INCOME TAXES. The effective income tate for 1996 differed from the statutory rate8686 primarily because of
adjustments to prior year tax provisions and gtates. In 1995, the rate was higher than 35% dineapily to state income taxes.

COMPARISON OF FISCAL YEAR ENDED DECEMBER 30, 1995 TO FISCAL YEAR ENDED DECEMBER
31, 1994

CONSTRUCTION. Revenue for the Construction Groupéased $155 million, or 7%, to $2,330 million 895 compared to 1994. Revenue
for the construction and materials components asad 6% and 21%, respectively, in 1995 compard8%d. The improvement in the
Construction Group's construction revenue washattiable to a 32% increase in joint venture revemlich comprised 30% of the total
revenue in 1995 compared to 24% in 1994. The Saquio Toll Road Joint Venture ("San Joaquin") inteern California contributed $225
million and $111 to revenue in 1995 and 1994. Ganttbacklog at December 30, 1995 was $2 billiorwloth 10% was attributable to
foreign operations, principally in Canada and thdippines. Projects on the west coast of the UWhB&ates accounted for 36% of the total
backlog, including San Joaquin backlog of $133iomill The inclusion of two additional months of m&ks revenue generated by APAC-
Arizona ("APAC") companies, which were acquiredFabruary 28, 1994, was the primary factor resuliimtipe increased materials revenue.

Gross margins for the Construction Group incred$8d in 1995. The construction and materials comptsneach produced similar results.
Construction's increased revenue, primarily fromtjgentures, increased operational efficiencied substantial claim settlements all
contributed to improved results. The materials segrbenefited from the robust demand for constoaatnaterials in Arizona
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and also from the operational efficiencies generatethe merger of APAC with the Construction Greugxisting materials business in
Arizona. Also contributing to the higher marginssathe liquidation of the Construction Group's poesi metal inventory in 1995.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmathistrative expenses decreased 4% in 1995 comparE@P4. Declines
in payroll, computer operations and depreciatiomesse were partially offset by higher insurance @nofessional service fees.

INVESTMENT INCOME. Slight improvements in interéatome, earnings from equity investments and redllmseses on the sale of
securities contributed to the increase in investriiremome in 1995 compared to 1994.

OTHER, NET. In 1995, the exchange of the ConstomcGroup's gold and silver operations for Kinrossmon stock led to a $21 million
gain for the Construction Group. Other income wlas grimarily comprised of mine management fee§, $8lion and $29 million in 1995
and 1994, respectively, and gains on the disposafgroperty, plant and equipment and other asgfetd2 million and $13 million in 1995
and 1994, respectively.

PROVISION FOR INCOME TAXES. The effective income tate for 1995 differed from the statutory rate86#6 due primarily to state
income taxes. In 1994, the rate approximated ttieréd statutory rate.

LIQUIDITY AND CAPITAL RESOURCES

The Construction Group's working capital decrea&2imillion or 12% during the first six months (7. The decrease was primarily du
capital expenditures of $62 million, investmentd acquisitions of $18 million, the exchange andurepase of Class B Stock and Class C
Stock totaling $73 million, dividend payments of3%hillion and $37 million of cash used in operatawivities. Partially offsetting these u:
were the issuance of Class C Stock totaling $3#amjlnet proceeds from the sale of marketable riesi of $22 million, proceeds from the
sale of property, plant and equipment and otheztasd $25 million and $2 million of debt borrowsng

The Construction Group typically anticipates iniegthetween $40 and $75 million annually in its stoaction business, including
opportunities to acquire additional businessesJ@y 1, 1997, the Construction Group paid $4 nrillto increase its ownership in ME
Holding Inc. to 80%. Other long term liquidity useslude the payment of income taxes, repurchaseésanversions of common stock and
the payment of dividends. The Construction Groaptsent financial condition and borrowing capactdgether with anticipated cash flows
from operations should be sufficient for immediedsh requirements and future investing activities.

The Construction Group will transfer funds to thieddsified Group in an amount equal to the aggre@dass C Per Share Price of the Cla
Stock converted into Class D Stock during the 1@8iversion Period. For example, if 1,500,000 shaf&dass C Stock were converted into
Class D Stock during the 1997 Conversion Periods Riuld transfer $72,000,000 from the Construc@waup to the Diversified Group; if
3,000,000 shares of Class C Stock were converteddlass D Stock during the 1997 Conversion PeE would transfer $144,000,000
from the Construction Group to the Diversified Godaalculated in each case assuming a year end@@8% C Per Share Price of $48.00).
The Construction Group will be required to borraioa a portion of the funds necessary to fund thasisfer. The degree to which the
Construction Group is required to borrow such fuoalsld, under certain circumstances, limit its fioial and operating flexibility.
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PKS HOLDINGS DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth certain informatieith respect to the persons currently anticipatelet executive officers and directors of F
Holdings after consummation of the Transaction.

NAME BUSINESS EXPERIENCE AGE
Walter Scott, Jr. Chairman of the Board and President, PKS; also a director of Berkshire 66
Hathaway Inc., Burlington Resources Inc., CalEnergy, ConAgra, Inc., C-TEC,
U.S. Bancorp and Valmont Industries, Inc.
Kenneth E. Stinson* Executive Vice President, PKS; Chairman (since 1993) and CEO (since 1992), 55
KCG; also a director of C onAgra, Inc. and Valmont Industries, Inc.
Richard Geary* Executive Vice President, KCG,; President of Kiewit Pacific Co. 62
Bruce E. Grewcock* Executive Vice President, KCG (since 1996); Chairman (since 1996), 43
President (1992-1996) and Sr. Vice President of Kiewit Mining Group, Inc.
(1992); also a director o f Kinross Gold Corporation
George B. Toll, Jr.*  Executive Vice President, KCG (since 1994); Vice President, Kiewit Pacific 61
Co. (1992-1994)
Richard W. Colf* Vice President, Kiewit Pa cific Co. 54
Tait P. Johnson* President Gilbert Industr ial Corporation, a PKS subsidiary; President 48
(1992-1996), Gilbert Sout hern Corp., a PKS subsidiary
Allan K. Kirkwood* Vice President, Kiewit Pa cific Co. 54
Thomas C. Stortz* Vice President and Genera | Counsel, KCG 46
William L. Grewcock Vice Chairman, PKS 72
James Q. Crowe President and Chief Execu tive Officer, KDG (since August 1, 1997); Chairman 48
of the Board, WorldCom, | nc. (January 1997-July 1997); Chairman of the
Board, MFS (1992-1996) (M FS was a PKS subsidiary until 1995); also a
director of CalEnergy, C- TEC, Qwest Communications International, Inc. and
InaCom Corp.
Peter Kiewit, Jr. Attorney, of counsel to t he law firm of Gallagher & Kennedy of Phoenix, 71
Arizona

Identified by asterisks are the eight persons ebgpetv be executive officers of PKS Holdings after consummation of the Transaction. E
such person is expected to serve as an execuficeraff PKS Holdings in a capacity similar to thatvhich he currently serves at KCG or a
KCG subsidiary. Executive officers are those dwextvho will be employed by PKS Holdings or its sidliaries. Bruce E. Grewcock is the
son of William L. Grewcock.

The PKS Holdings Board will have an Audit CommiitaeCompensation Committee and an Executive Comenitt

The Audit Committee members are expected to be fdedshnson (Chairman), Kirkwood and Kiewit. Thadtions of the Audit Committee
will be to recommend the selection of the independeditors; review the results of the annual audguire into important internal control,
accounting and financial matters; and report andenmnacommendations to the full PKS Holdings Board.

The Compensation Committee members are expectasl fessrs. Crowe and Kiewit, neither of whom ieemployee of PKS Holdings. This
committee will review the compensation of PKS Holgh
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executive officers as well as the compensationyritges ownership and benefits of PKS Holdings esgpes.

The Executive Committee members are expected Messrs. Stinson (Chairman), Geary, Bruce GrewcockTall. The committee will
exercise the powers of the PKS Holdings Board betweard meetings, except powers assigned to otinemittees.
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DIVERSIFIED HOLDINGS DIRECTORS AND EXECUTIVE OFFICE RS

The following table sets forth certain informatioith respect to the persons currently anticipatellet executive officers and directors of
Diversified Holdings after consummation of the Tgaction:

NAME BUSINESS EXPERIENCE AGE

Walter Scott, Jr.* Chairman of th e Board and President, PKS; also a director of Berk shire 66
Hathaway Inc., Burlington Resources Inc., CalEnergy, ConAgra, Inc .
C-TEC, U.S. Ba ncorp and Valmont Industries, Inc.

James Q. Crowe* President and Chief Executive Officer, KDG (since August 1, 1997) ; 48
Chairman of th e Board, WorldCom, Inc. (January 1997-July 1997);
Chairman of th e Board, MFS (1992-1996) (MFS was a PKS subsidiary until
1995); also a director of CalEnergy, C-TEC, Qwest Communications
International, Inc. and InaCom Corp.

R. Douglas Bradbury* Executive Vice President, KDG (since August 1, 1997); Chief Finan cial 46
Officer (1992- 1996), Executive Vice President (1995-1996), and Se nior
Vice President (1992-1995) of MFS.

William L. Grewcock Vice Chairman, PKS 72

Richard R. Jaros Executive Vice President (1993-1997), PKS; Chief Financial Office r 45
(1995-1997); P resident of KDG (1996-1997); President and COO of
CalEnergy (199 2-1993); also a director of CalEnergy, C-TEC and
WorldCom, Inc.

Robert E. Julian Chairman of th e Board, PKSIS (since 1995); Executive Vice Preside nt 58
and Chief Fina ncial Officer, PKS (through 1995)

Kenneth E. Stinson Executive Vice President, PKS; Chairman (since 1993) and CEO (sin ce 55
1992) of KCG; also a director of ConAgra, Inc. and Valmont Indust ries,
Inc.

Robert B. Daugherty Director (and formerly Chairman of the Board and Chief Executive 75
Officer) of Va Imont Industries, Inc.

Charles M. Harper Former Chairma n of the Board and Chief Executive Officer of RIR 69
Nabisco Holdin gs Corp. Currently a director (and formerly Chairma n of
Board and Chie f Executive Officer) of ConAgra, Inc. and also a
director of E. | DuPont de Nemours and Company, Norwest Corporatio n and
Valmont Indust ries, Inc.

David C. McCourt Chairman of th e Board and Chief Executive Officer, C-TEC (since 1 993); 40
also a directo r of Mercom, Inc. and WorldCom, Inc.

Michael B. Yanney Chairman of th e Board, President and Chief Executive Officer, Ame rica 63
First Companie s L.L.C.; also a director of Burlington Northern Sa nta

Fe Corporation
Apartment Comm

, C-TEC, Forest Oil Corporation and Mid-America
unities, Inc.

Identified by asterisks are the three persons dgpdo be executive officers of Diversified Holdinafter consummation of the Transaction.
Walter Scott, Jr. is expected to be Chairman oBbard of Diversified Holdings and receive an ansagary of $200,000. Effective August
1, 1997, James Q. Crowe became President and Exeefitive Officer of KDG, with an annual salary$#50,000. Effective August 1, 1997,
R. Douglas Bradbury became Executive Vice PresidEKDG, with an annual salary of
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$215,000. Mr. Crowe and Mr. Bradbury are expectelddid similar positions with Diversified HoldingSee "Certain Relationships and
Related Transactions."

As a result of the Certificate Amendments, the Bsifeed Holdings Board will be divided into threkasses, designated Class I, Class Il and
Class lll, each class consisting, as nearly aslmgyossible, of one-third of the total number oédiors constituting the Diversified Holdings
Board. The initial Class | Directors will considtWalter Scott, Jr., James Q. Crowe, Robert B. bauty and Charles M. Harper; the initial
Class Il Directors will consist of William L. Grewck, Richard R. Jaros, Robert E. Julian and Davi&Court; and the initial Class Il
Directors will consist of R. Douglas Bradbury, Ketim E. Stinson and Michael B. Yanney. The termhefinitial Class | Directors will
terminate on the date of the 1998 annual meetirggoakholders; the term of the initial Class |l &itors will terminate on the date of the 1
annual meeting of stockholders; and the term ofrthial Class 11l Directors will terminate on tluate of the 2000 annual meeting of
stockholders. At each annual meeting of stockhsltéeginning in 1998, successors to the class ettdirs whose term expires at that annual
meeting will be elected for three-year terms. Seee"Certificate Amendments--Board of Directors."

The Diversified Holdings Board will have an Audib@mittee, a Compensation Committee and an ExecGinramittee.

The Audit Committee members are expected to be fdedglian (Chairman), Grewcock and McCourt. Thecfions of the Audit Committee
will be to recommend the selection of the indepeandeditors; review the results of the annual audguire into important internal control,
accounting and financial matters; and report andemnacommendations to the full Diversified Holdirgsard.

The Compensation Committee members are expectasgl Messrs. Yanney (Chairman), Jaros and McCounig w6 whom are employees of
Diversified Holdings. This committee will reviewaltompensation of Diversified Holdings executiviécefs as well as the compensation,
securities ownership and benefits of Diversifieddiftys employees.

The Executive Committee members are expected Messrs. Scott (Chairman), Crowe, Bradbury, Stireswah Yanney. This committee will
exercise the powers of the Diversified Holdings Bldaetween board meetings, except powers assigneithér committees.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

In connection with his retention as Chief Executdféicer of KDG, Mr. Crowe has entered into the &#ton Agreement with PKS and KD
Under the Retention Agreement, KDG has obtainedpdion to acquire, from Mr. Crowe, Mr. Bradbury amttiers, Broadband Capital Gro
L.L.C., a company formed to develop investment opputies, for a purchase price equal to the cashstment in that company, which is not
expected to exceed $250,000. Pursuant to the Retelgreement, PKS has sold 1,000,000 shares as@aStock to Mr. Crowe and
250,000 shares of Class D Stock to Mr. Bradburgaoh case at $54.25 per share, the current Cl&ss Bhare Price. The Retention
Agreement also provides that PKS will make avaddbl sale, from time to time prior to the consurtioraof the Transaction to certain
Diversified Group employees designated by Mr. Craweonnection with the implementation of the Exgian Plan ("Expansion Plan
Employees"), up to an aggregate of 750,000 shdrétass D Stock at a price per share equal toltee applicable Class D Per Share Price.

The Retention Agreement also sets forth certaimipians that apply only if the Transaction is abamed. If the Transaction is abandoned

if, as currently anticipated, Mr. Crowe resign<dmsef Executive Officer of KDG, (i) PKS will havée right to repurchase all Class D Stock
issued to Mr. Crowe and Mr. Bradbury under the Rid@ Agreement at a price per share equal tohtbe-applicable Class D Per Share
Price, and (ii) Mr. Crowe will have the right tongshase from the Diversified Group either the stotkubsidiaries formed to implement the
Expansion Plan (but not including PKSIS or any othbsidiary of the Diversified Group in existermeAugust 1, 1997) ("Expansion Plan
Subsidiaries") or certain assets acquired by tiwemified Group in connection with the implemerdgatof the Expansion Plan, in each such
case at the book value of such stock or assetflasted in the books and records of the Diverdifsxoup. It is anticipated that such book
value will be substantially lower than the amouiithe Diversified Group's aggregate investmentichssubsidiaries or assets. PKS will enter
into agreements with each Expansion Plan Empldyateprovide that PKS may repurchase any Class EkStold to the Expansion Plan
Employee if the Expansion Plan Employee ceasee tmtemployee of the Diversified Group (whetheotigh purchase by Mr. Crowe of the
capital stock of any Expansion Plan Subsidiaryssets or otherwise), at any time within the 12-qudriod after Mr. Crowe delivers any
such resignation notice, at a price per share dquhk then applicable Class D Per Share Price.'Bisk Factors Regarding Diversified
Holdings After the Transaction--Potential Conseaeésnof a Failure to Consummate the Transaction."

The Diversified Group is currently in discussionghwMr. Crowe to purchase an airplane owned by Gtawe. It is anticipated that the
purchase price for the airplane will be its fairrke value and that Diversified Holdings will enteto an arrangement with Mr. Crowe
designed to permit Mr. Crowe to use such airplaherahan on Diversified Holdings business.

PKS is currently in discussions to transfer to@uwastruction Group an airplane owned by PKS. dniscipated that PKS Holdings will enter
into an arrangement with Mr. Scott designed to [iieln. Scott to use such airplane other than on PHO&lings business.

PKS entered into a separation agreement with MosJa director of PKS, in connection with the gesition of Mr. Jaros as President of the
Diversified Group effective July 31, 1997. Undee 8eparation agreement, PKS paid Mr. Jaros $1l®&mdn July 31, and agreed to pay Mr.
Jaros the balance of his 1997 salary ($187,500)emet August 1 and December 31, 1997 and a bonusgreyf $262,350 when PKS makes
its customary executive bonus payments in 1998. K& agreed to amend the option agreements witlldfdos with respect to the option:
purchase 150,000 shares of Class D Stock at $g@#éhare (the then-applicable Class D Per Shae)Ryranted to Mr. Jaros in 1995, and
the options to purchase 50,000 shares of Clas®€k &t $49.50 per share (the thegplicable Class D Per Share Price) granted ta)&ns ii
1996, to provide that those options would be fulhgted on July 31, 1997, and would be exercisaldeytime during the tepear term of th
original option agreements.
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In December 1996, PKS agreed to sell 10,000 sludr€kass D Stock to Mr. Harper, 10,000 shares ef€D Stock to Mr. Daugherty and
8,000 shares of Class D Stock to Mr. Kiewit, inteaase at $49.50 per share (the then-applicabksCl&Per Share Price). Those stock
purchase transactions were consummated in March. 199

In, 1997, PKS sold 10,000 shares of Class D Simdkr. Yanney and 8,500 shares of Class D StoddrtdMicCourt, in each case at $54.25
per share (the then-applicable Class D Per Shae)Pr

Mr. Stinson has indicated that he will converttadl Debentures into Class C Stock prior to the neédate for the Warrant Distribution as a
result of PKS' permitting such early conversiobebentures. Mr. Stinson will also be eligible foe tarrangements that PKS intends to make
available to ameliorate certain effects of suchveosion on holders of Debentures. The cost of sudngement is not expected to exceed
$225,000. See "The Transaction--Conversion of tekddtures.”

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The Compensation Committee of PKS consists of Me&saugherty, Harper and Kiewit. Each of Messraudbeerty, Harper and Kiewit
purchased Class D Stock from PKS in 1997. See &eRelationships and Related Transactions."

The Compensation Committee of PKS Holdings is etqueto consist of Messrs. Crowe and Kiewit. Mr. Wedchas purchased Class D Stock
from PKS and has entered into the Retention Agreemih PKS and KDG. The Diversified Group is atsarently in discussions with Mr.
Crowe with respect to its acquisition of Mr. Crosvplane. Mr. Kiewit purchased Class D Stock fronSRK 1997. See "Certain Relationships
and Related Transactions."

The Compensation Committee of Diversified Holdimgyexpected to consist of Messrs. Yanney, McContitJaros. Each of Messrs. Yanney
and McCourt has purchased Class D Stock from PKSJos has entered into a separation agreemtnPWS, pursuant to which, among
other things, he has received certain severanaagatg. See "Certain Relationships and Related &ctings."
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COMPARISON OF CLASS C STOCK AND PKS HOLDINGS STOCK
GENERAL

In the Share Exchange, each outstanding shareass@ Stock will be mandatorily exchanged for arky paid and nonassessable share of
PKS Holdings Stock. Thus, holders of Class C Steitkoecome stockholders of PKS Holdings rathemtb&PKS. See "The Transaction."
PKS Holdings Stock will not have any preemptivesobscription rights. As stockholders of PKS Holdinguch holders' rights will continue
to be governed by Delaware law and will be goveimgthe PKS Holdings Certificate and the PKS HaddiBy-laws. The rights of, and
restrictions upon, PKS Holdings Stock under the PH8lings Certificate and PKS Holdings By-laws vt substantially similar to those of
Class C Stock under the PKS Certificate and PK3aBis, except that there will be no rights or resions comparable to those in the PKS
Certificate and PKS By-laws relating to the ClasStDck.

Holders of Class C Stock are stockholders of PK&phthe Construction Group, and have an intarete equity and assets of PKS,
including the assets of the Construction Groups ploe-half of the unconsolidated stockholders'tgquihether positive or negative) of PKS
itself. PKS is a Delaware corporation. The PKS i@ieate authorizes 183,250,000 shares of capitalkstof which 8,000,000 shares are Class
B Stock, 125,000,000 shares are Class C StockQ8@00 shares are Class D Stock, and 250,000 shva &S preferred stock. As of , 1¢
there were no shares of Class B Stock, sharesasgE@ Stock, shares of Class D Stock and no sbBRI§S preferred stock outstanding.

Holders of PKS Holdings Stock will be stockholdef$”KS Holdings, which will not be a subsidiaryRiKS and which will have an interest
only in the Construction Group. PKS Holdings is@dare corporation. The PKS Holdings Certificattharizes 125,250,000 shares of
capital stock of PKS Holdings, of which 125,000,@d@res are PKS Holdings Stock and 250,000 shezd3ks5 Holdings preferred stock.

of , 1997 there were 100 shares of PKS Holdingskstaitstanding, all of which were held by PKS andshares of PKS Holdings Preferred
Stock outstanding. After the consummation of thansaction, there will be an estimated shares of R&I8ings Stock and no shares of PKS
Holdings preferred stock outstanding.

Reference is made to the more detailed provisifrasnal the following descriptions are qualifiedtieir entirety by reference to, the PKS
Certificate, the PKS By-laws and the PKS Holdingsl®wvs, copies of which are filed with the Commdissas exhibits to the Registration
Statement of which this Proxy Statement/Joint ReoBs is a part, and the PKS Holdings Certificateppy of which is attached as Appendix
D.

The following discussion relating to PKS Holdinge&k, the PKS Holdings Certificate and the PKS Hiwdd By-laws gives effect to the
consummation of the Transaction.

DIVIDEND POLICY

Under Delaware law and the PKS Certificate, afteidénds have been declared and set aside for payongaid on PKS preferred stock (if
any) having a preference over Class C Stock, didden Class C Stock may be declared and paidfdué @xcess, if any, of the amount
legally available therefor over the Available Cl&®ividend Amount, which is equal to the lessefipthe amount legally available for
payment of dividends on common stock of PKS andfiiamount equal to (a) the Class D Formula Vidse (b) dividends on Class D Stock
declared during the current year. The current gafido pay in each year 15% to 20% of the pri@rigearnings of the Construction Grouj

a cash dividend on Class C Stock.

Under Delaware law and the PKS Holdings Certificateer dividends have been declared and set &sigyment or paid on PKS Holdings
preferred stock (if any) having a preference owes PHoldings Stock, dividends on PKS Holdings Stotky be declared and paid out of PKS
Holdings funds legally available therefor. PKS Holgh intends to continue the current PKS policpaying in each year
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15% to 20% of the prior year's earnings of the @oction Group as a cash dividend on PKS Holdingsls
VOTING RIGHTS

Holders of Class C Stock are entitled to one vetespare on all matters submitted to a vote otdremon stockholders of PKS. Moreover,
the holders of Class C Stock are entitled, as aragpclass, to elect two-thirds of the directbyscumulative voting, while the remaining
directors are elected by the holders of Class RIKStbhe PKS Certificate provides that certain fundatal corporate changes, such as
changes in the capital structure of PKS, are affecinly upon the approval of at least 80% of thestanding Class C Stock, voting as a
separate class, as well as a majority of the cqudstg voting power of PKS, while certain other ant require the approval of 66 2/3% of
Class C Stock, voting as a separate class, aawallmajority of the voting power of PKS. The PKStlicate further provides that, in the
event that the number of issued and outstandingslud Class C Stock should at any time be lessttianumber of issued and outstanding
shares of Class D Stock, the PKS Board may destank dividends on Class C Stock without decladraprresponding stock dividend on
Class D Stock so that the number of outstandingeshat Class C Stock and Class D Stock will be exiprately equal.

Holders of PKS Holdings Stock will be entitled toeovote per share on all matters submitted to @ @bthe common stockholders of PKS
Holdings. Holders of PKS Holdings Stock are entitle elect the entire PKS Holdings Board by cumuéavoting. The PKS Holdings
Certificate provides that certain fundamental coap® changes, such as changes in the capitalteunt PKS Holdings, are effective only
upon the approval of at least 80% of PKS Holdingggl§ while certain other actions require the apptof 66 2/3% of PKS Holdings Stock.
All of the supermajority voting requirements inchgtlin the PKS Certificate with respect to Classt@Kare included in the PKS Holdings
Certificate with respect to PKS Holdings Stock.

REPURCHASE RIGHTS

During the first 15 days of any calendar month, Ri%t repurchase shares of Class C Stock uporethard of a holder of such stock at the
Class C Per Share Price determined using the Cl&smula Value. The PKS Board may suspend PK®slta repurchase Class C Stock
upon the PKS Board's determination that the ClaBsi@ula Value to be determined at the end of thieeat fiscal year is likely to be less
than the Class C Formula Value determined at thdeoéthe prior year less dividends declared on £@s$tock since the prior fiscal year end.
The suspension may not exceed one year. No volutgaders of stock of the affected class will beegted during the suspension period.
Different suspension periods may be applied too@&stock and Class D Stock. During a Class C Staskension period, required
repurchases (E.G., upon employment termination) coayinue, but the repurchase price will be deteedias follows: if the suspension
period ends during the first half of the fiscal yéaefore July 1), the repurchase price will be @t@ss C Per Share Price determined as of the
end of the prior fiscal year (less dividends pearstdeclared on Class C Stock since the priorlfiga end). However, if the suspension
period ends during the second half of a fiscal yatier June 30), the repurchase price will beQless C Per Share Price determined at the
end of the suspension period.

During the first 15 days of any calendar month, Rk&dings will be required to repurchase shareBK$ Holdings Stock upon demand of a
holder of such stock at the PKS Holdings Per SRaiee determined using the PKS Holdings FormulaugaThe PKS Holdings Board may
suspend PKS Holdings' duties to repurchase PKSikgddStock upon the PKS Holdings Board's deterrunahat the PKS Holdings
Formula Value to be determined at the end of tmeeatifiscal year is likely to be less than the Rf&dings Formula Value determined at
end of the prior year less dividends declared o PKIdings Stock since the prior fiscal year enge Suspension may not exceed one year.
No voluntary tenders of stock of the affected cladkbe accepted during the suspension periodirigua PKS
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Holdings Stock suspension period, required repueh#E.G., upon employment termination) may comtitwt the repurchase price will be
determined as follows: if the suspension periodsaehding the first half of the fiscal year (befdrdy 1), the repurchase price will be the PKS
Holdings Per Share Price determined as of the éttteqorior fiscal year (less dividends per shazelared on PKS Holdings Stock since the
prior fiscal year end). However, if the suspengienod ends during the second half of a fiscal yafier June 30), the repurchase price wi
the PKS Holdings Per Share Price determined atrideof the suspension period.

LIQUIDATION RIGHTS

Upon the liquidation, dissolution or winding upPKS, after the creditors of PKS and the holde®K$ preferred stock (if any) receive the
full preferential amounts to which they are entiflthe PKS Board will establish two accounts. The fquidation Account” will be in an
amount equal to the value of the Diversified Grewgssets, plus an amount equal to lbalké-of the unconsolidated stockholders' equitPPKiS
itself. The "C Liquidation Account" will be the ua# of the remaining assets. These values will berekened at the time of liquidation.
Holders of Class C Stock will receive an amountago $1.00 per share out of the C Liquidation Aguo After a payment of $2.00 per share
to the holders of D Stock out of the D Liquidatidocount (and the C Liquidation Account, if the Dguidation Account is insufficient to
make such payment), any assets remaining theréafiee C Liquidation Account will be distributed the holders of Class C Stock.

Upon the liquidation, dissolution or winding upPXS Holdings, after the creditors of PKS Holdingsl ghe holders of PKS Holdings
preferred stock (if any), receive the full prefdiahamounts to which they are entitled, holder®KfS Holdings Stock will be entitled to
receive any assets available for distribution tzlsholders of PKS Holdings.

CONVERSION RIGHTS

A holder of Class C Stock may convert shares o§£@ Stock into Class D Stock pursuant to the CQmive Right by providing written

notice to PKS during the period from and includ@gtober 15 through and including December 15 ohgaar. Such conversions generally
become effective on January 1 (the "Conversion'Dafethe following year. Shares of Class C Stook @onvertible into a number of shares
of Class D Stock that bears the same ratio to tineber of shares surrendered for conversion asltms © Per Share Price at the Conversion
Date bears to either (i) if Class D Stock is ndblfmly traded, the Class D Per Share Price oif(fDlass D Stock is publicly traded, the
average closing price of Class D Stock for twerdaging days prior to such date. Instead of effectire conversion described above, PKS
may repurchase any shares of Class C Stock tenttaredch conversion at the Class C Per Share Btitee Conversion Date by providing
written notice to the tendering stockholder of setdttion not later than the Conversion Date. Adbobf Class C Stock (but only if such
holder is then an employee of PKS or an entity biclv PKS owns at least a 20% equity interest) milgdsaw the tender of shares at any
time before, or within 10 days after, PKS provigagten notice that it has elected to repurchasestiares. Partial payment for such tendered
shares shall be made within 60 days after the GsioreDate, and the balance paid after PKS' firerstatements are certified. No
conversions of Class C Stock into Class D Stockheitome effective if PKS' duty to repurchase Class Class D Stock is at the time
suspended, as provided in the PKS Certificate.

Holders of PKS Holdings Stock will not have thehtigp convert their shares into any security of R&dings or Diversified Holdings. In tl
event that the Transaction is consummated, PKSihfgddntends to implement the Installment Note Paiogto allow holders of PKS
Holdings Stock to sell such stock to PKS Holdingexchange for Installment Notes on a tax-defeimsthliment basis, as an alternative to a
repurchase for cash. See "The Transaction--InstaliiNote Program."
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FORMULA VALUE

The Class C Formula Value is an amount equal tatihekholders' equity of PKS less (i) the book eabfi certain property, plant and
equipment, (ii) the stockholders' equity attribl¢ato outstanding PKS preferred stock (if any) @npthe Class D Formula Value, based on
the year-end audited financial statements. ThesGlaBormula Value is the basis for the determimagibthe amount paid as dividends on
Class C Stock, the amount paid to holders of GTaSsock upon liquidation of PKS and the Class C$teare Price at which shares of Clas
Stock must be repurchased by PKS upon demand difallder thereof, subject to certain exceptions. Cless C Per Share Price is determ
by increasing the Class C Formula Value by theipof the face amount of any outstanding debestooavertible into Class C Stock and
dividing the result by the sum of (i) the numbeiatstanding shares of Class C Stock and (ii) thber of shares reserved for the
conversion of such debentures into Class C Staais. quotient is rounded to the nearest $.05 andcestiby the amount of any dividends per
share declared on Class C Stock since the prigrgrehto arrive at the Class C Per Share Price.

The PKS Holdings Formula Value will be an amountado the stockholders' equity of PKS Holdingslé¥the book value of certain
property, plant and equipment and (ii) the stocbmd' equity attributable to outstanding PKS Haldipreferred stock (if any), based on the
yearend audited financial statements. The PKS HoldFgsnula Value will be the basis for the determimmabf (i) the amount paid as
dividends on PKS Holdings Stock and (ii) the PKSditays Per Share Price, at which shares of PKSiHg#dStock must be repurchased by
PKS upon demand of the holder thereof, subjecettain exceptions. The PKS Holdings Per Share Rviltde determined by increasing the
PKS Holdings Formula Value by the portion of thegfamount of any outstanding debentures conveitildePKS Holdings Stock and
dividing the result by the sum of (i) the numbeatstanding shares of PKS Holdings Stock andh@&number of shares reserved for the
conversion of such debentures into PKS HoldingslStohis quotient will be rounded to the neare®b6%nd reduced by the amount of any
dividends per share declared on PKS Holdings Ssowe the prior year end to arrive at the PKS HwjdiPer Share Price.

MANDATORY EXCHANGE

If all the assets and liabilities of the ConstrantiGroup are held by a wholly owned subsidiary KERsuch as PKS Holdings), the PKS
Board may, by a two-thirds vote, require the exgjeaof all the outstanding Class C Stock for the mmm stock of such subsidiary, on a pro
rata basis; provided that such subsidiary hastiicate of incorporation substantially similarttee PKS Certificate. It is pursuant to this
provision of the PKS Certificate that the Shareliamge will be effected by the PKS Board.

Holders of PKS Holdings Stock will not be subjexttandatory exchange provisions comparable to ttoosdich Class C stockholders are
subject.

OWNERSHIP AND TRANSFERABILITY RESTRICTIONS

Class C Stock may be owned only by employees of 8k&its subsidiaries and, with prior PKS Boardrapal, by certain authorized
transferees of such employees (I.E., fiduciariestfe benefit of members of the immediate famitieemployees, corporations wholly owned
by employees or employees and their spouses achildren, fiduciaries for the benefit of such camggions, charities, and fiduciaries for
charities designated by any such persons). Un@ePKE Certificate, an employee of a subsidiary loiclv PKS owns at least a 20% equity
interest (or any joint venture in which PKS andfoch subsidiary owns at least a 20% equity intgrisstieemed to be an employee for
purposes of Class C Stock ownership and the attétidasfer restrictions. A director who is a fomeenployee may continue to own Class C
Stock. No more than 10% of the total Class C Stoak be owned by any one employee and certain &egess at any time.

PKS Holdings Stock may be owned only by employdda$ Holdings and its subsidiaries and, with pR&tS Holdings Board approval, by
certain authorized transferees of such employeEs {iduciaries
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for the benefit of members of the immediate famsilié employees, corporations wholly owned by emgésyor employees and their spouses
and/or children, fiduciaries for the benefit of Bugorporations, charities, and fiduciaries for dies designated by any such persons). Under
the PKS Holdings Certificate, an employee of a &lias/ of which PKS Holdings owns at least a 20%igginterest (or any joint venture in
which PKS Holdings and/or such subsidiary ownast a 20% equity interest), is deemed to be amogegfor purposes of PKS Holdings
Stock ownership and the attendant transfer reistnist A director who is a former employee may amnti to own PKS Holdings Stock. No
more than 10% of the total PKS Holdings Stock maytned by any one employee and certain transfetemsy time.

Each holder of Class C Stock is required to exeautpurchase agreement which provides that alsdtader may offer to sell all or part of t
Class C Stock owned by such stockholder to PK®yatime at the class price determined by formuld that PKS must accept any such
offer, with payment to be made within 60 days affter receipt of notice of the offer and of the ktoertificates offered by the holder. Upon
the tender of a part of such holder's shares afS0taStock, PKS may, at its option, require theléioto sell Class C Stock held by such hc
back to PKS. Under the repurchase agreement, tpiogee may not transfer the shares of Class C Steltkby such employee except in a
sale to PKS or a transfer to an authorized traesf@tE., a charity, etc.). Upon the death, termdmeor retirement of such employee, all Class
C Stock held by the employee and by such emplogegterized transferees must be sold back to PKS.

Each holder of PKS Holdings Stock will be requitedxecute a repurchase agreement which will peothdt a stockholder may offer to sell
all or part of the PKS Holdings Stock owned by satdtkholder to PKS Holdings at any time at theglprice determined by formula and
that PKS Holdings must accept any such offer, wiiment to be made within 60 days after the readipbtice of the offer and of the stock
certificates offered by the holder. Upon the terafea part of such holder's shares of PKS HoldBigpek, PKS Holdings will be entitled, at
option, to require the holder to sell PKS Holdir@jeck held by such holder back to PKS Holdings. éfritle repurchase agreement, the
employee will not be entitled to transfer the searEPKS Holdings Stock held by such employee exitep sale to PKS Holdings or a
transfer to an authorized transferee (1.E., a thagtc.). Upon the death, termination or retireb@rsuch employee, all PKS Holdings Stock
held by the employee and by such employee's aatrobtransferees will be required to be sold badkk& Holdings. Each holder of PKS
Holdings Stock will be required to execute a repase agreement with PKS Holdings prior to receidrsgock certificate for the PKS
Holdings Stock received in the Share Exchange.

LISTING

The Class C Stock is not listed for trading on siock exchange or market. PKS Holdings Stock vaitllve listed for trading on a stock
exchange or market at the Effective Time or theesaf

Class C Stock is currently registered as an egeityrity of PKS under the Exchange Act. Since rameshof Class C Stock will be
outstanding after the consummation of the Trangagtiis anticipated that Diversified Holdings wélpply to the Commission for termination
of such registration. Upon effectiveness of thetiieste Amendments, Class C Stock will be elimawfrom the PKS Certificate and will no
longer be authorized capital stock of Diversifiedidings.

PKS Holdings Stock will be registered as an eqgsétgurity under the Exchange Act.
PREFERRED STOCK

The PKS Board is empowered, without approval ofsieekholders, to cause shares of PKS preferrett stobe issued in one or more series,
with the numbers of shares of each series andaWwens, preferences, rights and limitations of esaties to be determined by it; except that
no series of PKS preferred stock may have any gatghts or be convertible into shares of stockitgwoting rights.
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The PKS Holdings Board is empowered, without aparof the stockholders, to cause shares of PKSikigédpreferred stock to be issued in
one or more series, with the numbers of shareadt series and the powers, preferences, rightiraitdtions of each series to be determi
by it. Among the specific matters that may be deieed by the PKS Holdings Board are the rate oidéinds, if any; rights and terms of
conversion or exchange, if any; the terms of redeampif any; the amount payable in the event of @oluntary liquidation, dissolution or
winding up of the affairs of PKS Holdings; the tarof a sinking or purchase fund, if any. No sedaeBKS Holdings preferred stock may
have any voting rights or be convertible into skarestock having voting rights.

LIMITATION ON DIRECTORS' LIABILITY

The PKS Certificate provides, as authorized by i6ec02(b)(7) of the DGCL, that a director of PK8lwot be personally liable to PKS or
its stockholders for monetary damages for breadtdotiary duty as a director, except for liabil{fy for any breach of the director's duty of
loyalty to PKS or its stockholders, (i) for actsamissions not in good faith or which involve int®nal misconduct or a knowing violation
law, (iii) for unlawful payments of dividends or lawful stock repurchases or redemptions as provid&ection 174 of the DGCL or (iv) for
any transaction from which the director derivedraproper personal benefit.

The PKS Holdings Certificate will contain identigabvisions with respect to PKS Holdings and itecdliors.
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COMPARISON OF CLASS D STOCK AND DIVERSIFIED HOLDING S STOCK
GENERAL

The Certificate Amendments will change the namBKS to "Diversified Holdings, Inc.”, redesignatea€d D Stock as "Common Stock, par
value $.01 per share", of Diversified Holdings, rfipthe repurchase rights to which the holders [&s€ D Stock are entitled, delete the
provisions regarding Class C Stock, add certaipa@te governance provisions and make certain atiearges described herein. Upon
consummation of the Transaction, holders of Clagtdzk will become holders of Diversified Holdin§sck. As stockholders of Diversified
Holdings, such holders' rights will continue todmverned by Delaware law and will be governed leyDiversified Holdings Certificate and
the Diversified Holdings By-laws.

Holders of Class D Stock are stockholders of PK# of the Diversified Group, and have an interaghie equity and assets of PKS, incluc
the assets of the Diversified Group plus twadf-of the unconsolidated stockholders' equitydthier positive or negative) of PKS itself. PK!
a Delaware corporation. The PKS Certificate auttewil83,250,000 shares of capital stock, of whjeB@B000 shares are Class B Stock,
125,000,000 shares are Class C Stock, 50,000,@08sshre Class D Stock, and 250,000 shares ar@ifedred stock. As of , 1997 there
were no shares of Class B Stock, shares of Cl&t®€k, shares of Class D Stock and no shares off?&i8rred stock outstanding.

Holders of Diversified Holdings Stock will continte be stockholders of the same Delaware corparatenamed Diversified Holdings, Inc.,
which will have an interest only in the Diversifi&toup. The Diversified Holdings Certificate willihorize 510,000,000 shares of capital
stock of Diversified Holdings, of which 500,000,08@ares are Diversified Holdings Stock and 10,00@ ghares are Diversified Holdings
preferred stock. After the consummation of the Teantion, there will be an estimated shares of Bified Holdings Stock and no shares of
Diversified Holdings preferred stock outstanding.

Reference is made to the more detailed provisiéranal such descriptions are qualified in theiirety by reference to, the PKS Certificate,
the PKS By-laws and the Diversified Holdings By-fawopies of which are filed with the Commissioreakibits to the Registration
Statement of which this Proxy Statement/Joint ReoBys is a part, and the Diversified Holdings Giedte, a copy of which is attached as
Appendix E.

The following discussion relating to Diversified ldmngs Stock, the Diversified Holdings Certificatad the Diversified Holdings By-laws
gives effect to the consummation of the Transaction

DIVIDEND POLICY

Under Delaware law and the PKS Certificate, afteidénds have been declared and set aside for payongaid on PKS preferred stock (if
any) having a preference over Class D Stock, divddeon Class D Stock may be declared and paidfdbedvailable Class D Dividend
Amount. Dividends of $.50 per share were paid cas€D Stock in each of 1996 and 1997. Prior tdithe the Transaction is consummated
or abandoned, PKS does not intend to declare oapgydditional dividends on Class D Stock.

Under Delaware law and the Diversified Holdingstieate, after dividends have been declared ahdside for payment or paid on
Diversified Holdings preferred stock (if any) hagia preference over Diversified Holdings Stockjdiwnds on Diversified Holdings Stock
may be declared and paid out of Diversified Holdifignds legally available therefor. It is currerdlyticipated that dividends will not be paid
on Diversified Holdings Stock in the foreseeabltufa.
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VOTING RIGHTS

In general, holders of Class D Stock are entittedrte vote per share on all matters submittedvimte of the common stockholders of PKS.
Holders of Class D Stock are entitled, as a sepatass, to elect one-third of the PKS Board. Clag&tock has no right to cumulative voting.
In addition, theaffirmative vote of holders of 80% of the outstarglClass D Stock is required to change the forrfarlaetermining the Cla:

D Per Share Price or the Class D Formula Value.PK® Certificate further provides that in the evibratt the number of issued and
outstanding shares of Class C Stock is at any lésgethan the number of issued and outstandingsiwhrClass D Stock, the PKS Board may
declare stock dividends on Class C Stock withouatadang a corresponding stock dividend on ClasgdxlSso that the number of outstand
shares of Class C Stock and Class D Stock willgpeaximately equal.

Holders of Diversified Holdings Stock will be eih¢itl to one vote per share on all matters submittedvote of the common stockholders of
Diversified Holdings, and will elect the entire Bisified Holdings Board. The board of directoraofersified Holdings will be classified.
Diversified Holdings Stock will have no right toroulative voting. Amendment of the Diversified Halds By-laws by the Diversified
Holdings stockholders will require the affirmativete of the holders of two-thirds of the outstamdidiversified Holdings Stock. The
affirmative vote of holders of 80% of Diversifiecbtdings Stock will be required to amend the deiims of the Diversified Holdings Per
Share Price or Diversified Holdings Formula ValBeovisions of the Diversified Holdings Certificatdich provide for supermajority voting
rights will require the same supermajority to besaded. Holders of Diversified Holdings Stock wititrbe entitled to act by written consent.

REPURCHASE RIGHTS

Holders of Class D Stock may, during the first Byslof any calendar month, offer to sell Class @ckto PKS at the Class D Per Share
Price. Except as described below, PKS must accept affers and purchase Class D Stock for cash. BiS to repurchase Class D Stock
ends if Class D Stock becomes publicly traded. K& Board may suspend PKS' duties to repurchass Cl&tock upon the PKS Board's
determination that the stock formula value for GIBsStock to be determined at the end of the cufigral year is likely to be less than the
formula value determined at the end of the priaryess dividends declared on Class D Stock sme@tior fiscal year end. The suspension
period may not exceed one year. No voluntary tende€Class D Stock will be accepted during the sasjpn period. Different suspension
periods may be applied to Class C Stock and ClaSsbk. The PKS Board may decide to conserve P& by temporarily halting PKS'
duty to repurchase Class D Stock for cash. In sweimt, payment will be in the form of an interestiting two-year promissory note.
However, holders may withdraw tenders of shareswioald be paid for with notes. The PKS Board mhagase to invoke this cash
repurchase limitation only after more than 10%hef butstanding shares of Class D Stock have beeerted in any fiscal year.

Holders of Diversified Holdings Stock will have thight, during the first 15 days of any calendamiig to offer to sell Diversified Holdings
Stock to Diversified Holdings at the Diversified ldings Per Share Price. Except as described b&oxeysified Holdings will be required to
accept such offers and purchase Diversified Hoklatpck for cash. Diversified Holdings' duty tousghase Diversified Holdings Stock will
end if Diversified Holdings Stock becomes publittigded. The Diversified Holdings Board will have tlight to suspend Diversified
Holdings' duties to repurchase Diversified Holdiigisck upon the Diversified Holdings Board's detieation that the stock formula value
Diversified Holdings Stock to be determined at¢ne of the current fiscal year is likely to be I#ssn the formula value determined at the
end of the prior year less dividends declared oreified Holdings Stock since the prior fiscal yead. The suspension period may not
exceed one year. No voluntary tenders of Divedifi®ldings Stock will be accepted during the susmenperiod. The Diversified Holdings
Board will have the right to decide to conserveddsified Holdings' cash by temporarily halting Disiied Holdings' duty to repurchase
Diversified Holdings Stock for cash. In such everatyment will be in the form of interest-
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bearing promissory notes instead of cash. Suchipsamy notes will have such term to maturity, upeto years, as the Diversified Holdings
Board may determine. Holders may withdraw tendéshares that would be paid for with notes. Thedpsified Holdings Board will have
the right to invoke this cash repurchase limitatioy after more than 10% of the outstanding shaf&iversified Holdings Stock have been
tendered in any fiscal year.

LIQUIDATION RIGHTS

Upon the liquidation, dissolution or winding upPKS, after the creditors of PKS and the holde®K$ preferred stock (if any) receive the
full preferential amounts to which they are entitlthe PKS Board will establish two accounts. Td_fquidation Account” will be in an
amount equal to the value of the Diversified Grewgssets, plus an amount equal to lbalké-of the unconsolidated stockholders' equitPPKiS
itself. The "C Liquidation Account" will be the ua# of the remaining assets. These values will berekened at the time of liquidation.
Holders of Class D Stock will receive an amountada $2.00 per share out of the D Liquidation Aatb(and the C Liquidation Account,
after the payment of $1.00 to holders of Class @lgtif the D Liquidation Account does not contairfficient funds to make such payment).
Any assets remaining thereafter in the D Liquidatd@count will be distributed to the holders of 4D Stock.

Upon the liquidation, dissolution or winding upDiversified Holdings, after the creditors of Diviied Holdings and the holders of
Diversified Holdings preferred stock (if any) reeeithe full preferential amounts to which they engitled, holders of Diversified Holdings
Stock will be entitled to receive any assets abéldor distribution to holders of Diversified Hahdys Stock.

CONVERSION RIGHTS

A holder of Class D Stock who is offered Class @c&tin connection with PKS' annual offering of dt@c employees may, in lieu of
purchasing such shares of Class C Stock, convarésiof Class D Stock into the number of shar&dads C Stock (up to the number of
shares of Class C Stock offered) that bears the satio to the number of shares surrendered foversion as the Class D Per Share Price on
the date PKS receives notice of the conversiondaeahe Class C Per Share Price. No conversio@$ast D Stock into Class C Stock are
allowed after Class D Stock has become publiclgedaor if PKS' duty to repurchase Class D Stoek the time suspended, as provided ir
PKS Certificate.

Holders of Diversified Holdings Stock will not hattee right to convert their Diversified Holdingso8k into any security of PKS Holdings or
Diversified Holdings.

FORMULA VALUE

The Class D Formula Value is an amount equal tthé@)stockholders' equity of the entities compgdime Diversified Group plus (ii) onealf

of the stockholders' equity of PKS itself on anamenlidated basis and without considering PKS'stment in any subsidiaries. The Class D
Formula Value is the basis for the determinatiothefamount paid as dividends on Class D Stockamdss and until Class D Stock is
publicly traded, the Class D Per Share Price atlwvblhares of Class D Stock must be repurchase&Byupon the demand of the holders
thereof. The Class D Per Share Price is deternbigédcreasing the Class D Formula Value by theiporf the face amount of any
outstanding debentures convertible into Class BKamd dividing the result by the sum of (i) thenher of outstanding shares of Class D
Stock and (ii) the number of shares reserved rctmversion of such debentures. This quotierdusaded to the nearest $.05 and reduced by
the amount of any dividends per share declaredlass@® Stock since the prior year end to arriih@tClass D Per Share Price.

The Diversified Holdings Formula Value is an amoequal to the stockholders' equity of Diversifiedldings, less the stockholders' equity
attributable to outstanding Diversified Holdingefarred stock (if any). The Diversified HoldingsrFula Value is the basis for the
determination of the Diversified
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Holdings Per Share Price, the price at which, unéesl until Diversified Holdings Stock is publichaded, shares of Diversified Holdings
Stock must be repurchased by Diversified Holdingsruthe demand of the holders thereof. The Diviesifloldings Per Share Price is
determined by dividing (i) the sum of

(a) the Diversified Holdings Formula Value plus {bé portion of the face amount of any outstandiecurities convertible into Diversified
Holdings Stock by (ii) the sum of (a) the numbepaotstanding shares of Diversified Holdings Stolisf{b) the total number of shares
reserved for issuance upon the conversion of audstg securities convertible into Diversified Haids Stock. This quotient is rounded to the
nearest $.05 and reduced by the amount of anyaetidis per share declared on the Diversified HoldBtgsk since the prior year end to ari

at the Diversified Holdings Per Share Price. SeRépurchase Rights." Neither the Diversified HofilFormula Value nor the Diversified
Holdings Per Share Price will be used to deterrttieeamounts available for dividends on Diversifi¢mldings Stock. See "--Dividend

Policy."

MANDATORY EXCHANGE

Unless and until Class D Stock has become pubtialyed, under the PKS Certificate the PKS Board, gy two-thirds vote, require an
exchange of the outstanding shares of Class D $toahares of Class C Stock. The number of shafr€ass C Stock to be issued in such
exchange will be determined by the ratio of thes€la Per Share Price to the Class C Per Share Phiedwo prices will be those two prices
as of the date of the exchange. If the holder aE€D Stock is not eligible to own Class C Stookhsholder will be paid cash for his or her
Class D Stock, at the Class D Per Share Price.

Holders of Diversified Holdings Stock will not balgect to mandatory exchange provisions compatatieose to which holders of Class D
Stock are subject.

OWNERSHIP AND TRANSFERABILITY RESTRICTIONS

Under the PKS Certificate, there are no restrigtion the transfer or ownership of Class D Stocldadithe Diversified Holdings Certificate,
there will be no restrictions on the transfer omevship of Diversified Holdings Stock.

LISTING

Class D Stock is not listed for trading on any ktekchange or market, and Diversified Holdings doetsexpect to list Diversified Holdings
Stock for trading on a stock exchange or mark#ia€ffective Time. Diversified Holdings expectsatliit will not seek such a listing until it
raises capital through a public equity offeringlesires to have a listed equity security availéinecquisitions. Any determination to raise
public equity capital will depend on a number daftéas including, without limitation, Diversified Hings' capital needs, the availability and
attractiveness of alternative sources of capital,erformance of Diversified Holdings and condisian the public equity markets.
Accordingly, no assurance can be given, that DiftedsHoldings Stock will be listed for trading the future, or, if it is, when such listing
will be accomplished or whether an active tradirayket will develop or be sustained.

PREFERRED STOCK

The PKS Board is empowered, without approval ofsieekholders, to cause shares of PKS preferrett s$tobe issued in one or more series,
with the numbers of shares of each series andaWwens, preferences, rights and limitations of esartes to be determined by it. Among the
specific matters that may be determined by the BE&d are the rate of dividends, if any; rights gemhs of conversion or exchange, if any;
the terms of redemption, if any; the amount payabthe event of any voluntary liquidation, disgatn or winding up of the affairs of PKS;
the terms of a sinking or purchase fund, if any.9ddes of PKS preferred stock may have any votgigs or be convertible into shares of
stock having voting rights.
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The Diversified Holdings Board is empowered, withapproval of the stockholders, to cause shar&arsified Holdings preferred stock
be issued in one or more series, with the numideshares of each series and the powers, preferemnglets and limitations of each series to
be determined by it. Among the specific matters thay be determined by the Diversified Holdings Bbare the rate of dividends, if any;
rights and terms of conversion or exchange, if éimg;terms of redemption, if any; the amount pagablthe event of any voluntary
liquidation, dissolution or winding up of the affaiof Diversified Holdings; the terms of a sinkiagpurchase fund, if any. PKS Holdings
preferred stock may have any voting rights or beveatible into shares of stock having voting rights

It is anticipated that Diversified Holdings will aptt the Diversified Holdings Rights Plan. Priorriéte, the Diversified Holdings Board will
establish the Rights Plan Preferred Stock, witthgights and privileges as described in "The Gegaté Amendments--Diversified Holdings
Rights Plan."

LIMITATION ON DIRECTORS' LIABILITY

The PKS Certificate provides, as authorized by iS8ect02(b)(7) of the DGCL, that a director of PK#lwot be personally liable to PKS or
its stockholders for monetary damages for breadtdo€iary duty as a director, except for liabil{fy for any breach of the director's duty of
loyalty to PKS or its stockholders, (i) for actsamissions not in good faith or which involve int®nal misconduct or a knowing violation
law, (iii) for unlawful payments of dividends or lawful stock repurchases or redemptions as provid&ection 174 of the DGCL or (iv) for
any transaction from which the director derivedraproper personal benefit.

The Diversified Holdings Certificate will contaidentical provisions with respect to Diversified Hiolgs and its directors.
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CERTAIN PER SHARE INFORMATION

CLASS C DIVIDENDS AND PER SHARE VALUES

The following table sets forth dividends paid om€d C Stock during 1995, 1996 and 1997 and thes @d2er Share Price after each divid

payment.

CLASS C

DIVIDEND PER STOCK

DATE PAID SHARE PRICE ADJUSTE D PRICE
Jan. 5, 1995 .o e $ 0.45 Dec. 31,1994 $ 2555
May 1, 1995. ..o 0.45 May 1, 1995 25.10
Jan. 5,1996.....ccciiiiiiiiiiiieeeeee e 0.60 Dec. 30, 1995 32.40
May 1, 1996.....cccoiiiiiiiiieiieeiieeeeees e 0.60 May 1, 1996 31.80
Jan. 4, 1997 .o e 0.70 Dec. 28, 1996 40.70
May 1, 1997 e s 0.70 May 1, 1997 40.00

CLASS D DIVIDENDS AND PER SHARE VALUES

The following table sets forth dividends paid om€d D Stock during 1995, 1996 and 1997 and thes@d3er Share Price after each divic
payment.

CLASS D
DIVIDEND PER STOCK
DATE PAID SHARE  PRICE ADJUSTE D PRICE
Sep. 30, 1995 ... e $ 19.85 Sep. 30, 1995 $ 40.40
Jan. 5, 1996 0.50 Dec. 30, 1995 49.50
Jan. 4, 1997 0.50 Dec. 28, 1996 54.25

* Spin-off of investment in MFS.
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DESCRIPTION OF THE WARRANTS

The Warrants are to be issued under a Warrant Aggee(the "Warrant Agreement") between PKS and mamaagent to be selected by PKS
(which may be PKS) prior to the Warrant Distribuatigthe "Warrant Agent"). The statements hereintiredato the Warrants and the Warrant
Agreement are summaries and are subject to thdetkpaovisions of the Warrant Agreement, to whieference is hereby made for a
complete statement of those provisions. Whenewgicptar provisions of the Warrant Agreement omerdefined therein are referred to
herein, those provisions or definitions are incoaped by reference as a part of the statements,raadahe statements are qualified in their
entirety by that reference. A copy of the Warragtéement has been filed as an exhibit to the Ragjish Statement of which this Proxy
Statement/Joint Prospectus is a part. See "Availmbrmation.”

GENERAL

Prior to the Effective Time, PKS will effect the Want Distribution by declaring a dividend of eigbhthths of one Warrant with respect to
each then-outstanding share of Class C Stock, @hwiime each eight-tenths of one Warrant will ettéo each share of Class C Stock. Each
Warrant will entitle the registered holder therempurchase one share of Class D Stock (or, dfeeCertificate Amendments have been
effected, one share of Diversified Holdings Stoatkdhe Exercise Price. At the Effective Time, tighetenths of one Warrant will attach to
the share of PKS Holdings Stock which will be exudred for such share of Class C Stock, except asided in "The Transaction--
Conversion of Class C Stock Prior to the Transattabove. Certificates representing the Warranlisnet be distributed until after the Share
Exchange is consummated. Diversified Holdings nait be required to issue any fractional sharesie¢mified Holdings Stock upon the
exercise of any Warrant, and instead will pay dadleu of any such fractional shares. Fractionar¥iints may be issued.

EXPIRATION OF THE WARRANTS

The Warrants will expire at 5:00 p.m. New York Ciitye (the "Close of Business") on (i) October 1998 (or such later date as may be
determined by the PKS Board), if the Share Exchdragenot occurred on or prior to such date oA@ijil 15, 2010, if the Share Exchange
occurred on or prior to October 15, 1998 (or suate dater than October 15, 1998 as may be detednipehe PKS Board) (such date of
expiration being referred to as the "Expiration@atAfter the Close of Business on the Expiratizate, no Warrant may be exercised anc
Warrants will be void and of no value.

EXERCISE PERIODS

If Diversified Holdings Stock is not publicly tradgeach Warrant for which the Exercise Conditioagehbeen met may be exercised after
December 31, 1999 on any business day during ttdag@eriod each year (the "Private Exercise P8&rimlowing the delivery to registered
holders of Warrants of an Exercise Price Certiédais defined below) for such year. If Diversiftédidings Stock is publicly traded, each
Warrant for which the Exercise Conditions have bmet may be exercised on any business day duritymeriod from the first business day
of each calendar month through and including thtéhsiay thereafter (the "Public Exercise Period!owing such period of at least 90 but
less than 180 days after the date on which Divietsifloldings Stock first becomes publicly tradesi Paversified Holdings may determine if
so requested by an underwriter of Diversified Hodi Stock in connection with an initial underwrittgublic offering thereof. For purposes
the Warrants, Diversified Holdings Stock is deerteetde "publicly traded" if it is listed on a nat@rsecurities exchange or is traded on the
Nasdaq National Market or the Nasdaq SmallCap Madkel has been so listed or traded for at leabusthess day:

EXERCISE CONDITIONS

No Warrant may be exercised if the Exercise Coodétiwith respect to such Warrant have not yet loeen The Exercise Conditions wi
respect to a given Warrant (or fraction thereof) e deemed to have been met upon both (i) thgatglto the Warrant Agent of the related
documentation required by
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the Warrant Agreement and (ii) the occurrence efdérliest of: (a) the repurchase or redemptioRK$ Holdings of the share of PKS
Holdings Stock to which such Warrant is attachejiilfe exchange of the share of PKS Holdings Stoethich such Warrant is attached ii
another class of securities of PKS Holdings intenieebe issued primarily to persons leaving empleynof PKS Holdings; and (c) April 15,
2006. Notwithstanding the limitations describedha preceding two sentences, the Warrants willdeecisable after a Change of Control (as
defined in the Warrant Agreement) of Diversifiedlthogs has occurred.

EXERCISE PRICE

The Exercise Price, Trading Price and Fixed Ddllescount used for any purpose, including with respe the exercise of a Warrant, are as
set forth in the most recent certificate ("Exerd&e Certificate") provided to the Warrant AgemtDiversified Holdings or prepared by the
Warrant Agent.

The "Exercise Price" set forth in each Exercised’Gertificate will be equal to (i) the Tradingderiset forth in such Exercise Price Certific
minus (ii) the Fixed Dollar Discount with respeetsuch Trading Price, subject to certain adjusts)grbvided, however, that in no event
shall such Exercise Price be less than $.01.

The Fixed Dollar Discount used to calculate anyrEse Price will be equal to (i) if the Trading &iis greater than or equal to the $82.00,
$25.00 or

(ii) if the Trading Price is less than the $82.925.00 minus the amount by which $82.00 exceed3theing Price; provided, however, that
in no event shall the Fixed Dollar Discount be lgss $15.00.

The Exercise Price, the terms used to calculat&xeecise Price and the number of shares of DifiedsHoldings Stock received upon the
exercise of each Warrant are subject to adjustonashér certain circumstances. See "--Certain Adjasts"

EXERCISE PRICE IF NOT PUBLICLY TRADED. If, at thend of any fiscal year of Diversified Holdings begjing with the fiscal year
ended December 31, 1999, the Diversified HoldingglSis not publicly traded, Diversified Holdingsrequired, at any time before February
28 immediately following the end of such fiscal gea deliver to the Warrant Agent an Exercise @@ertificate. The "Trading Price" set
forth in such an Exercise Price Certificate willthe Appraised Value (as defined below) set fantthe most recent Appraisal (as defined
below) delivered to Diversified Holdings.

Prior to the delivery of each such Exercise Priedtificate, Diversified Holdings will cause to benducted an appraisal (an "Appraisal”) of
the per share value of the Diversified Holdingsc&tas of the last day of the fiscal year to whiabrsExercise Price Certificate relates by an
investment bank selected by the Diversified HoldiBgard from a list set forth in the Warrant Agregin This investment bank will
determine the per share value of the Diversifiettitigs Stock as if the Diversified Holdings Stocksypublicly traded and then submit the
per share value to the Diversified Holdings Boardifs approval. The value per share of the DiiediHoldings Stock set forth in the
Appraisal as approved by the Diversified HoldingsRl will be the "Appraised Value."

Promptly after its receipt of any such Exercise®Certificate, the Warrant Agent will mail to tregistered holders of Warrants a copy of
such Exercise Price Certificate.

EXERCISE PRICE IF PUBLICLY TRADED. During any pedan which the Diversified Holdings Stock is pulbji¢raded, the Warrant
Agent or Diversified Holdings, as determined by &asified Holdings, will, on the last business d&gach calendar month, prepare an
Exercise Price Certificate, setting forth the Eisgdrice, Trading Price and Fixed Dollar Discoasmbf the Close of Business of the last
business day of such month.

The "Trading Price" for any such period will be #r@#hmetic mean of the daily Mean Reported Pr{eassdefined) of Diversified Holdings
Stock for the last 15 business days of the calemdanth prior to the date of such Exercise Pricdiftzate. The "Mean Reported Price" of
Diversified Holdings Stock is the arithmetic meagiviieen the highest reported asked price and thestoreported bid price for
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Diversified Holdings Stock, as reported on the Cosife Quotation System, on the principal natioealsities exchange on which it is listed
or admitted to trading, or as reported by the Ngddational Market or Nasdaq SmallCap Market, as@mate. Adjustments will be made in
such calculation if, during any period being useddlculate such Trading Price, any of the ternesluis such calculation are required to be
adjusted pursuant to the anti-dilution provisiohthe Warrant Agreement.

RESTRICTIONS ON TRANSFER

No Warrants may be transferred prior to the Shah&nge. Following the Share Exchange and pritiiédirst day on which a give
Warrant becomes exercisable (the "Restricted Pa@mwohination Date"), such Warrant may only be tfamsd (i) to Diversified Holdings or
its designee (a "Permitted Transfer") or (ii) inimultaneous transfer to the same transferee hittshare of PKS Holdings Stock to which
such Warrant is attached (an "Attached Transfedyipded that such transfer of such share of PKSlidgk Stock is permitted by the PKS
Holdings Certificate. On and after the Share Exglesend the Restricted Period Termination Date wisipect to a given Warrant, such
Warrant will be freely transferable, subject to teiams of the Warrant Agreement.

FORM AND DENOMINATIONS

The certificates representing the Warrants (therfea Certificates™) will be in registered form.Jversified Holdings will only deliver
Warrant Certificates representing the Warrants #ffie occurrence of the Share Exchange. See "Tdmes@ction--Exchange of Class C Stock;
Delivery of Certificates for PKS Holdings Stock awhrrants." Certificates may be exchanged for otleetificates in different denominatio
representing Warrants to purchase the same aggregatber of shares at any time; provided, howehkat,following the Share Exchange ¢
prior to the Restricted Period Termination Datehwispect to a given Warrant (or fraction thereth®, Warrant Certificate representing such
Warrant may only be exchanged if both (i) such exge is simultaneous with the exchange of the steatdicate representing the share of
Class C Stock to which such Warrant (or fracticeréiof) is attached and (ii) such Warrant Certiidataccompanied by a duly completed
executed certificate of the Stock Registrar of Rddings.

OFFICE FOR PRESENTATION

Warrants may be presented upon exercise, or fistration of transfer or exchange, at the officethe Warrant Agent maintained for such
purposes. No charge will be made in connection thightransfer or exchange of any Warrant.

PAYMENT OF EXERCISE PRICE

Upon exercising Warrants, a holder will pay to Warrant Agent the Exercise Price for the numbestares with respect to which the
Warrants are exercised. The payment will, at theopof the holder, be made (i) in cash or by €iedicheck or wire transfer of immediately
available funds, (ii) pursuant to a Share Exerdigedelivering share certificates, duly endorsadifansfer, representing a number of share
Diversified Holdings Stock determined in accordamith a specified formula described below or (ijrsuant to a Cashless Exercise, by
reducing the number of shares of Diversified Haditstock that would otherwise be issuable uponceseof the Warrants in accordance
with a specified formula described below. In a 8haxercise, the number of shares of Diversifiedditgs Stock to be delivered by the
holder of the Warrants to the Warrant Agent williab(a) the Exercise Price for the number of shai#dsrespect to which the Warrants are
exercised divided by (b) the Trading Price usechilculating the Exercise Price in effect on theed#texercise of the Warrants. In a Cashless
Exercise, the number of shares of Diversified Hoddi Stock that otherwise would be obtainable uperekercise of the Warrants and the
payment in cash of the Exercise Price thereforlvélreduced so as to yield a number of shares thygoexercise of such Warrants as equals
the product of (x) the number of shares of DivégiHoldings Stock issuable as of the date of égengpon the exercise of such Warrants (if
payment of the
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Exercise Price were being made in cash) and (Y)@ashless Exercise Ratio." The "Cashless ExeR#®" is a fraction, the numerator of
which is the Fixed Dollar Discount used in calcuigtthe Exercise Price in effect on the date ofeige of such Warrants, and the
denominator of which is the Trading Price usedaltalating the Exercise Price in effect on suckedBgbr a discussion of certain U.S. federal
income tax considerations concerning the mannetich a holder elects to pay the Exercise Price,"$&e Transaction--Certain U.S.
Federal Income Tax Considerations."

CERTAIN ADJUSTMENTS

The number of shares of Diversified Holdings Stoclkther securities purchasable upon the exeréisaah Warrant, the Exercise Price and
certain terms used to calculate the Exercise Rieesubject to adjustment upon (i) the issuand@itwgrsified Holdings of any dividend or
distribution to holders of its capital stock (indlng Diversified Holdings Stock) in shares of Disiied Holdings Stock, or any subdivision,
combination or reclassification of the Diversifieldldings Stock, (ii) any distribution by DiversiieHoldings generally to the holders of its
Diversified Holdings Stock of certain rights, opt®or warrants to subscribe for or purchase shadrBérersified Holdings Stock at a price |
share lower than the then current Trading Pric@ipany distribution by Diversified Holdings geradly to the holders of its Diversified
Holdings Stock of evidences of indebtedness onsgpeluding cash dividends), or other rights,iops$, warrants or convertible or
exchangeable securities containing the right testilbe for or purchase Diversified Holdings Stadk. adjustment in the Exercise Price or
number of shares purchasable upon the exercise dffarrants will be required until cumulative adifasnts reach a specified minimum. In
lieu of adjusting the number of shares of DiveesifHoldings Stock issuable upon exercise of eactrafia Diversified Holdings may elect
adjust the number of outstanding Warrants.

Notwithstanding the foregoing, in case of consdila® merger, sale or conveyance of the propertivérsified Holdings as an entirety
substantially as an entirety, the holder of eadstanding Warrant will continue to have the rightkercise the Warrant for the kind and
amount of shares and other securities and propecgivable by a holder of the number of sharesieéiBified Holdings Stock for which su
Warrants were exercisable immediately prior thereto

MODIFICATION OF WARRANT AGREEMENT

The Warrant Agreement may be amended or supplech@rntieout the consent of the registered holderd/afrants to effect changes that do
not adversely affect, alter or change the intereStse Warrant holders. Diversified Holdings ahd Warrant Agent may otherwise amend or
supplement the Warrant Agreement with the consktfteoholders of at least 66 2/3% of the Warrahéntoutstanding (including, without
limitation, consents obtained in connection witteder offer or exchange offer for the Warrantsdyvjled, however, that without the cons

of the holder of each Warrant then outstandingh stmendments or supplements may not (i) reduceuh®er of Warrants whose holders
must consent to an amendment or supplement, @ijoethe number of shares to which a holder isledtipon exercise of a Warrant, (iii)
increase the Exercise Price or (iv) change the dment provisions of the Warrant Agreement.

HOLDER OF WARRANTS NOT DEEMED A STOCKHOLDER

No holder of Warrants will be entitled to vote orreceive dividends or to consent or to receivéceas stockholders in respect of
meetings of stockholders or for the election oédiors of PKS or Diversified Holdings or any otheatter, or any rights whatsoever as
stockholders of PKS or Diversified Holdings.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT OF
PKS, PKS HOLDINGS AND DIVERSIFIED HOLDINGS

PKS (BEFORE THE TRANSACTION)

The following table sets forth certain informatiaith respect to the ownership of Class C Stock@lags D Stock as of August 15, 1997 by
PKS' directors and executive officers (individualyd as a group), and each person known by PK8nefigially own more than 5% of the
outstanding Class C Stock or Class D Stock.

NUMBER OF SHARES PERCENT OF CLASS C NUMBER OF SHARES OF PERCENT OF
NAME OF CLASS C STOCK STOCK CLASS D STOCK CLASS D STOCK

Walter Scott, Jr.(1) 250 ,000 2.5% 3,393,374 13.8%
William L. Grewcock(2)... 2 ,048 * 1,117,291 4.5
Kenneth E. Stinson(3).................. 636 ,416 6.3 32,216 *
Richard Geary(4).......cccceeeevveenns 533 , 768 5.3 36,360 *
George B. Toll, Ir.....ccocvveennnnen, 401 ,883 4.0 87,711 *
Richard W. Colf.............. 398 ,217 3.9 72,282 *
Tait P. Johnson.............. 188 ,934 1.9 38,616 *
Bruce E. Grewcock(5).... 192 775 1.9 52,787 *
Richard R. Jaros(6)........ 25 772 * 121,128 *
James Q. Crowe............. - - 134,369 *
Robert B. Daugherty.........c..c....... - - 19,000 *
Charles M. Harper...........cccceeune. - - 19,000 *
Peter Kiewit, Jr...........evvvvvennnee - - 10,000 *
Allan K. Kirkwood..................... 272 ,959 2.7 61,991 *
Directors and Executive Officers as a

GroUP...vveeeiiie e 2,902 772 28.8 5,196,125 21.1
Donald L. Sturm(7).......cccceevuee.n. - - 1,822,375 7.4

* Less than 1%

(1) Table does not include 2,040,156 shares ofsdaStock held in irrevocable trusts for childrBoes not include 16,275 shares of Class D
Stock owned by the Suzanne and Walter Scott Foinmdd2oes not include 9,970 shares of Class D Shedtt by Suzanne Scott Irrevocable
Trust.

(2) Does not include 35,123 shares of Class D Stedd by the Bill and Berniece Grewcock Foundatiwar, 1,884 shares of Class D Stock
owned by Mrs. Grewcock.

(3) Does not include 24,200 shares of Class D Steddtin trusts for children.

(4) Does not include 40,000 shares of Class D Steaked by Mrs. Geary or 20,892 shares of Classdok3teld in children's trust for which
Mr. Geary is the trustee.

(5) Does not include 25,200 shares of Class D Stedd in irrevocable trusts for which Mr. Grewcasla trustee.
(6) Does not include 2,000 shares of Class D Stedtt by Mr. Jaros' children.

(7) Mr. Sturm's business address is 3033 East &A&ushue, Denver, Colorado 80206. Includes 30,0@0eshof Class D Stock held in the
Donald L. Sturm Trust and 30,159 shares of Clag&d2k held in Sturm Family Ltd.
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PKS HOLDINGS

The following table sets forth certain informatieith respect to the expected beneficial ownershipks Holdings Stock immediately after
consummation of the Transaction, by the person®ntly anticipated to be executive officers or diogs of PKS Holdings or beneficial
owners of more than 5% of the outstanding PKS HhgjgliStock immediately after consummation of thenSaation.

P ERCENT OF
NUMBER OF SHARES PKS HOL DINGS STOCK(2)
PKS HOLDINGS =~ ---------- e
NAME STOCK(1) SCENARIO 1 SCENARIO 2
Walter SCott, Jr......uvvvveverieeirienrieirennnens 250,000 2. 8% 3.3%
Kenneth E. StinSoN.............oocvvvvvvevvveennnns 692,742 7. 7 9.2
Richard Geary........cccocoevviiveiiiiccinnn 538,335 6. 0 7.2
Bruce E. GrewcocK...........ccooovvevviiiiininnnn. 205,334 2. 3 2.7
George B. Toll, Iru.ecevveeviiieciicci, 407,809 4, 5 5.4
Richard W. Colf...........ccccvvvvneee 408,990 4, 5 6.4
Tait P. Johnson............ccceeeee. 195,772 2. 2 2.6
Allan K. Kirkwood.............c.ccceevvevvvvvennnns 281,916 3. 1 3.7
Thomas C. Stortz.........ccccevvevvevvveevvennnnns 146,153 1. 6 1.9
William L. GrewcocK............ccceevvvvevvvvennns 2,048 * *
James Q. CrOWe.........cuveeeieiiiiiiiieeeeeans -- -- --
Peter KieWit, Jr......veeeiiiiiieeiieeeeeeennn,
Directors and Executive Officers
AS A GIOUP . e 3,129,099 34. 7 41.6

* | ess than 1%.

(1) Based on the beneficial ownership of PKS s#éiesrby such persons as of August 15, 1997. Asstina¢$i) none of the shares of Class C
Stock held by any of the persons listed in theetéblkonverted into Class D Stock during the 198mv@rsion Period and (ii) any outstanding
Debentures and PKS Series 1992 Class C Convenidentures held by any of such persons are conbisttie shares of Class C Stock prior
to the record date for the Warrant Distribution.

(2) Calculated assuming that 1,500,000 shares &siceh) and 3,000,000 shares (Scenario 2) of GlaSsock are converted into Class D
Stock during the 1997 Conversion Period.
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DIVERSIFIED HOLDINGS

The following table sets forth certain informatieith respect to the expected beneficial ownershipigersified Holdings Stock immediately
after consummation of the Transaction by the persoimrently anticipated to be executive officerglioectors of Diversified Holdings or
beneficial owners of more than 5% of the outstagdiversified Holdings Stock immediately after camamation of the Transaction.

PERCE NT OF SHARES
OF DIVER SIFIED HOLDINGS

NUMBER OF SHARES STOCK(2)

OF DIVERSIFIED =~ ---------- e
NAME HOLDINGS STOCK(1) SCENARIO 1 SCENARIO 2
Walter Scott, Ir.(3)....ccceeerveeiiieeninnnnn. 3,393,374 12. 6% 12.1%
James Q. Crowe 1,134,369 4, 2 4.0
R. Douglas Bradbury..........ccccceevvveeiineennns 255,519 * *
William L. Grewcock(4) 1,117,291 4, 2 4.0
Richard R. Jaros(5)......... 121,128 * *
Robert E. Julian(6)........... 403,908 1. 5 1.4
Kenneth E. Stinson(7)..... 32,216 * *
Robert B. Daugherty................ 19,000 * *
Charles M. Harper..........cccccccue... 19,000 * *
David C. McCourt........ 10,000 * *
Michael B. Yanney 10,000 * *
Directors and Executive Officers as a Group........ 6,515,805 24, 2 23.2
Donald L. Sturm(8)........cccvvevvveeiieerennnnns 1,822,375 6. 8 6.5

* Less than 1%.

(1) Based on the beneficial ownership of PKS séiesrby such persons as of , 1997. Assumes that obthe shares of Class C Stock hel
any of the persons listed in the table is converigmClass D Stock during the 1997 Conversiondekri

(2) Calculated assuming that 1,500,000 shares &siceh) and 3,000,000 shares (Scenario 2) of @laSsock are converted into Class D
Stock during the 1997 Conversion Period.

(3) Table does not include 2,040,156 shares ofsdaStock held in irrevocable trusts for childrBrmes not include 16,275 shares of Class D
Stock owned by the Suzanne and Walter Scott Foiomddoes not include 9,970 shares of Class D Shedtt by Suzanne Scott Irrevocable
Trust.

(4) Does not include 35,123 shares of Class D Stetdt by the Bill and Berniece Grewcock Foundatiwor, 1,884 shares of Class D Stock
owned by Mrs. Grewcock.

(5) Does not include 2,000 shares of Class D Shedtt by Mr. Jaros' children.
(6) Does not include 82,198 shares of Class D Steddt in trusts nor 20,000 shares of Class D Shatét by Mr. Julian's children.
(7) Does not include 24,200 shares of Class D Steddtin trusts for children.

(8) Mr. Sturm's business address is 3033 East &Aushue, Denver, Colorado 80206. Includes 30,0@0eshof Class D Stock held in the
Donald L. Sturm Trust and 30,159 shares of Cla&d2k held in Sturm Family Ltd.
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LEGAL MATTERS

The validity of the shares of PKS Holdings Stockéodistributed in the Share Exchange and of therits will be passed upon for PKS
Holdings and PKS by Willkie Farr & Gallagher. Céntanatters relating to U.S. federal income tax aderstions will be passed upon for P
by Skadden, Arps, Slate, Meagher & Flom, L.L.P.

EXPERTS

The consolidated financial statements and finarstatement schedule of PKS included in PKS' AnRegdort on Form 10-K for the fiscal
year ended December 28, 1996 and incorporatedféserece herein and the financial statements arashfiial statement schedule of
Construction Group, a business group of PKS asidéfin Note 1 to those financial statements, inetbich Exhibit 99.A to PKS' Annual
Report on Form 10-K for the fiscal year ended Ddoen28, 1996 and included herein, have been incatgd and included herein in reliance
on the reports of Coopers & Lybrand L.L.P., indegit accountants, given on the authority of that fis experts in accounting and audit
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REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors and Stockholders
Peter Kiewit Sons', Inc.

We have audited the financial statements and ttanéiial statement schedule of Kiewit ConstructioM#ing Group, a business group of
Peter Kiewit Sons', Inc. (as defined in Note 1hesk financial statements) as listed in the indethe preceding page. These financial
statements and financial statement schedule aresipensibility of the Company's management. Ospaasibility is to express an opinion
these financial statements and financial stateisehedule based on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageremiell as evaluating the overall financial statehpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referdlbove, when read in conjunction with the constdid financial statements of Peter Kiewit
Sons', Inc. and Subsidiaries, present fairly, immalterial respects, the financial position of Kie@onstruction & Mining Group as of
December 28, 1996 and December 30, 1995, and sh#s®f its operations and its cash flows for eafctine three years in the period ended
December 28, 1996 in conformity with generally gted accounting principles. In addition, in ourrdph, the financial statement schedule
referred to above, when considered in relatioméotiasic financial statements taken as a wholegepts fairly, in all material respects, the
information required to be included therein.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
March 14, 1997, except for Note 15, as to whichdate is March 26, 1997.
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KIEWIT CONSTRUCTION & MINING GROUP

STATEMENTS OF EARNINGS

FOR THE THREE YEARS ENDED DECEMBER 28, 1996

1996 1995

(DOLLARS IN MILLI
EXCEPT PER SHARE D

REVENUE.....i i e $ 2,286 $ 2,330
COSt Of REVENUE....ccoiiiiiiiiiiicecccs e (2,064) (2,127)
222 203
General and Administrative EXPENSES.....cccccceeeee s (117) (116)
Operating EarningsS.....coocovveeeviineenniceees e 105 87
Other Income (Expense):
INVeStMeNt INCOME.......cccvvevviiiiiieicees e 21 17
Interest Expense (4) (2)
Other, Net.......cccooiiiiiiiiececieen 58 62
75 77
Earnings Before INCOME TaXeS....ccccevvceveeeeees e 180 164
Provision for INCOME TaXeS......ccoocvvevvvcccs e (72) (60)
Net EArniNgS....ccovvvvieeiiiieiieevieeeeee e $ 108 $ 104
Net Earnings Per Common and Common Equivalent Share ~ .....eeeeenen. $ 1013 $ 7.78

See accompanying notes to financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
BALANCE SHEETS

DECEMBER 28, 1996 AND DECEMBER 30, 1995

Current Assets:
Cash and cash equivalents
Marketable securities..............ccccveerinne
Receivables, less allowance of $17 and $10.......
Costs and earnings in excess of billings on uncom
Investment in construction joint ventures........
Deferred income taxes....

ASSETS

Total CUIMTENt ASSELS....ccuviiiiiiiiieeeies e 7
Property, Plant and Equipment, at cost:

Land.....coooiiiiiiie e

Buildings...

Equipment 5

5

Less accumulated depreciation and amortization... e 4
Net Property, Plant and EQUIPMENt........ccccceee. e 1
Other ASSEIS...cciviiiieiicicceeeeeeeeeee e 1

$ 1,0

LIABILITIES
Current Liabilities:
Accounts payable, including retainage of $33 and
Short-term borrowings.........ccccceveveeeeeennn.
Current portion of long-term debt................
Accrued construction costs and billings in excess
Accrued insurance CoStS..........ccoveeeriuvnnen.

Total Current Liabilities............ccccceeeunnee

Long-term Debt, less current portion...............

Other Liabilities...........occooveirciieeennnns

Stockholders' Equity (Redeemable Common Stock, $456
11,006,641 shares outstanding in 1996 and 10,880,

million aggregate redemption value):
369 shares outstanding in 1995

COomMmMON EQUILY......uvveeeeiiiieeeeeiiieee e 5
Foreign currency adjustment
Unrealized holding (loss) gain...................
Total Stockholders' EQUILY......ccccvvvvieennees e 5
$ 1,0

See accompanying notes to financial statements.
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LLARS IN
LLIONS)
738% 94
54 59
89 319
80 78
91 73
64 61
13 13
64 697
15 16
37 38
42 528
94 582
29)  (421)
65 161
07 119
36 $ 977
64 $ 180

45

2
12 111
81 79
33 32
90 449
12 9
72 52
68 471
(%) (%)
(1) 1
62 467
36 $ 977



KIEWIT CONSTRUCTION & MINING GROUP
STATEMENTS OF CASH FLOWS

FOR THE THREE YEARS ENDED DECEMBER 28, 1996

1996 1995 1994
(DOLLAR S IN MILLIONS)
Cash flows from operations:
NEt BAIMINGS..eeviieiiiiiieiiese e e $ 108 $ 104 $ 77
Adjustments to reconcile net earnings to net cash provided by operations:
Depreciation and amortization.........cccceee.. L 61 56 52
Gain on sale of property, plant and equipment a nd other investments................. a7) (33) (11)
Equity earnings, Net........c.cccccveeenneen. (8) 3) )
Change in other noncurrent liabilities......... 18 6 5
Deferred income taxes (6) - 3)
Change in working capital items:
RECEIVADIES.....oviociiiiciiiiieeeeies s 37 - (25)
Costs and earnings in excess of billings on u ncompleted construction contracts.... (1) 23 (26)
Investment in construction joint ventures.... . (18) 4) 12
Other current assets..........ccceeeevveene 2 3) (5)
Accounts payable.............ccccoviiennns (18) 3 19
Accrued construction costs and billings in ex cess of revenue on uncompleted
CONEractS......ccoevvveeiiiiie i 5 19
Other liabilities 4 ?3)
Other....ccoiieiiiiiieceee e (6) 17)
Net cash provided by operations.................... 152 92
Cash flows from investing activities:
Proceeds from sales and maturities of marketable 82 176
Purchases of marketable securities............... (42) (151)
Proceeds from sale of property, plant and equipme 1 26
Capital expenditures............cccveeeveeenns (79) (76)
APAC-Arizona, Inc. acquisition................... - 47)
Sale of note receivable and other................ 2) 1)
Net cash used in investing activities.............. (26)$ (73)
Cash flows from financing activities:
Long-term debt borrowings.... 3$ 2
Short-term debt borrowings, net.................. 45 -
Payments on long-term debt, including current por 4) 4)
Issuances of common stock.............c.ecue.n. 24 20
Repurchases of common stock...................... 3) (11)
Dividends paid...........ccceevivveennniennnns (13) (13)
Exchange of Class C Stock for Class D Stock, net. (155) (42)
Other......ccooviiiiees - 1
Net cash used in financing activities............. . (54) (103) 47)
Effect of exchange rates 0N Cash........ccccceeee e - 1 1)
Net change in cash and cash equivalents............. 79 24 (29)
Cash and cash equivalents at beginning of year..... 94 70 99
Cash and cash equivalents at end of year........... $ 173 $

Supplemental disclosures of cash flow information:

TAXES. .ot e $ 788% 69 $ 49

INEEreSt...ciiiiiiiiic e e 2 2 2
Noncash investing activity:

Disposition of gold operations in exchange for Ki nross common stock, net.............. $-- $ 21 $ --

See accompanying notes to financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE THREE YEARS ENDED DECEMBER 28, 1996

(DOLLARS |

EXCEPT PER
Common equity:

Balance at beginning of year
Issuances of stock........
Repurchases of stock
Exchange of Class C Stock for Class D Stock, net.
Net earnings........c.ccvevveeeeinnecrnenenn
Dividends (per share: $1.30 in 1996, $1.05 in 199

Balance at end of year..........ccccceeeeiiieens
Other equity adjustments:
Balance at beginning of year

....................... 4)
Foreign currency adjustment.... -
Unrealized holding (loss) gain................... 2)

Balance at end Of Year......cccovveviicceeees e (6)

Total stockholders' @qUItY......ccccccevveeceees e $ 562 %

95 1994
N MILLIONS,
SHARE DATA)
513 $ 483
24 20
(3) (11)
(155)  (42)
104 77
(12)  (14)
4711 513
(8) (3)
2 (4)
2 @
(4) (8)
467 $ 505

(a) Dividends include $.70, $.60, and $.45 for diérids declared in 1996, 1995 and 1994 but paidrinaly of the subsequent year.

See accompanying notes to financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS
(1) BASIS OF PRESENTATION

The Class C Stock and the Class D Stock are destpngrovide stockholders with separate secungélecting the performance of Peter
Kiewit Sons', Inc.'s ("PKS") construction and maksrbusinesses ("Construction & Mining Group") aisdother businesses ("Diversified
Group"), respectively. Dividends on the Class CcBtare limited to the legally available funds of less the Class D formula value whicl
to be reduced by any dividends on Class D Stocladst during the current year. Subject to thistitidn, the Board of Directors intends to
declare and pay dividends on the Class C Stocldigars@arily on the Construction & Mining Group'spseately reported financial condition
and results of operations.

The financial statements of the Construction & MmiGroup include the financial position, result®pérations and cash flows for PKS'
construction and materials businesses held byhtdlyvowned subsidiary, Kiewit Construction Grougl, and certain PKS corporate assets
and liabilities and related transactions. Thesarfiaial statements have been prepared using ttaibédtamounts included in the PKS
consolidated financial statements.

Although the financial statements of PKS' Constauc& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrdup, legal title to such assets and responsilidr such liabilities will not be affected by
such attribution. Holders of Class C Stock and €£@sStock are stockholders of PKS. Accordingly, Bi&S consolidated financial statements
and related notes should be read in conjunctioh thigse financial statements.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF GROUP PRESENTATION

These financial statements include the accountiseo€onstruction & Mining Group ("the Group"). TBeoup's and Diversified Group's
financial statements, taken together, compristhalliccounts included in the PKS consolidated firmrstatements. All significant
intercompany accounts and transactions, excepe tthiosctly between the Group and the Diversifiedupr, have been eliminated.
Investments in construction joint ventures and oteenpanies in which the Group exercises signifidaffuence over operating and financial
policies are accounted for by the equity methodk Ginoup accounts for its share of the operatioriketonstruction joint ventures on a pro
rata basis in the statements of earnings.

The Group invests in the portfolios of the KiewitiMal Fund, ("KMF"), a registered investment compafMF is not consolidated in the
Group's financial statements.

CONSTRUCTION CONTRACTS

The Group operates generally within the Unitede3taind Canada as a general contractor and engaggsaus types of construction proje
for both public and private owners. Credit riskrigiimal with public (government) owners since th@@ ascertains that funds have been
appropriated by the governmental project ownerrgda@commencing work on public projects. Most paldontracts are subject to termination
at the election of the government. In the everieohination, the Group is entitled to receive tbatecact price on completed work and
reimbursement of termination related costs. Crgshtwith private owners is minimized because atibry mechanics liens, which give the
Group high priority in the event of lien foreclosarfollowing financial difficulties of private owne
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) The construction industry is highly compie® and lacks
firms with dominant market power. A substantialtpor of the Group's business involves constructiontracts obtained through competitive
bidding. The volume and profitability of the Grosigonstruction work depends to a significant extgrun the general state of the economies
in which it operates and the volume of work avdéaio contractors. The Group's construction openaticould be adversely affected by labor
stoppages or shortages, adverse weather conditibogages of supplies, or governmental action.

The Group recognizes revenue on long-term construcbntracts and joint ventures on the percentdgmmpletion method based upon
engineering estimates of the work performed orviddial contracts. Provisions for losses are recoagghbn uncompleted contracts when they
become known. Claims for additional revenue areggized in the period when allowed. It is at leastsonably possible that engineering
estimates of the work performed on individual caats will be revised in the near term.

Assets and liabilities arising from constructiotivties, the operating cycle of which extends oseveral years, are classified as current i
financial statements. A one-year time period igusethe basis for classification of all other eatrassets and liabilities.

DEPRECIATION AND AMORTIZATION
Property, plant and equipment are recorded at Begireciation and amortization are computed onlacated and straight-line methods.
FOREIGN CURRENCIES

The local currencies of foreign subsidiaries ageftmctional currencies for financial reporting poses. Assets and liabilities are translated
into U.S. dollars at year-end exchange rates. Revand expenses are translated using average gechates prevailing during the year.
Gains or losses resulting from currency translagianrecorded as adjustments to stockholders'yequit

EARNINGS PER SHARE

Primary earnings per share of Class C Stock hage bemputed using the weighted average numberaséstoutstanding during each year.
The number of shares used in computing primaryiegsrper share was 10,655,886 in 1996, 13,384/43995 and 15,697,724 in 1994.
Fully diluted earnings per share have not beereptesl because they are not significantly diffefearh primary earnings per share.

INCOME TAXES

Deferred income taxes are provided for the tempyaddferences between the financial reporting basid tax basis of the Group's assets and
liabilities using enacted tax rates in effect foe yyear in which the differences are expectedverse.

USE OF ESTIMATES

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) reported amounts of revenues and expengesgithe
reporting period. Actual results could differ frahose estimates.

RECLASSIFICATIONS

Where appropriate, items within the financial staats and notes thereto have been reclassifiedgremous years to conform to current
year presentatior

FISCAL YEAR

The Group's fiscal year ends on the last Satund@ecember. There were 52 weeks in fiscal year$ 89@ 1995 and 53 weeks in fiscal
1994,

(3) CORPORATE ACTIVITIES

FINANCIAL STRUCTURE

PKS, in addition to specifically attributable itenmsis corporate assets, liabilities and relatednmeand expense which are not separately

identified with the ongoing operations of the Grauphe Diversified Group. The items attributatdehe Group and the Group's 50% portion
of PKS are as follows:

1996 1995
(D OLLARS IN MILLIONS)
Cash and cash equivalents . . $ 8 $ 4
Marketable securities..................... 5 10
Property, plant and equipment, net................. 5 5
Other assets........ccocuvevvennenne 1 2
Total ASSEtS......cevververieniieeiieseees $ 19 $ 21
ACCOUNES PAYADIE.....cocvvciiiiiciieeceeecs s $ 8 $ 8
Long-term debt, including current portion.......... . 12 11
Total LIabilitieS. .cccoiiiiiiiiieeeeeees e $ 20 $ 19
1996 1995 1994
Net inVeStMeNt INCOME......cccvviiiiiiieiciieee e $-- 3 - $ 6
Other EXPENSE....oivviiiiiiiiiiiieee e 1)

CORPORATE GENERAL AND ADMINISTRATIVE COSTS

A portion of PKS' corporate general and administeatosts has been allocated to the Group baseu egrtain measures of business activity,
such as employment, investments and sales, whiclageanent believes to be reasonable. The allocatiers $1 million in 1996 and 1995
and $21 million in 1994. Due to a realignment @& torporate overhead departments at the beginhibg@3, substantially all of the
administrative functions and personnel previoudilycated to the Group are now located at the Group.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(3) CORPORATE ACTIVITIES (CONTINUED) INCOME TAXES

All domestic members of the PKS affiliated group arcluded in the consolidated U.S. income taxrrefiled by PKS as allowed by the
Internal Revenue Code. Accordingly, the provisioniicome taxes and the related payments or refohtdsc are determined on a
consolidated basis.

The financial statement provision and actual cagtpayments have been reflected in the Group'stenBiversified Group's financial
statements in accordance with PKS' tax allocatwity for such groups. In general, such policy pdes that the consolidated tax provision
and related cash flows and balance sheet amountdlacated between the Group and the Diversifiemu@, for group financial statement
purposes, based principally upon the financial ineptaxable income, credits, preferences and atineunts directly related to the respective
groups. The provision for estimated United Statesine taxes for the Group does not differ matgriatim that which would have been
determined on a separate return basis.

(4) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS
The following methods and assumptions were usetermine classification and fair values of finah@nstruments:
CASH AND CASH EQUIVALENTS

Cash equivalents generally consist of funds invkstehe Kiewit Mutual Fund-Money Market Portfolamd highly liquid instruments
purchased with an original maturity of three mondh¢ess. The securities are stated at cost, wapginoximates fair value.

MARKETABLE SECURITIES AND NON-CURRENT INVESTMENTS

The Group has classified all marketable securéies marketable non-current investments not accduntaunder the equity method as
available-for-sale. The amortized cost of the séesrused in computing unrealized and realizedgyand losses is determined by specific
identification. Fair values are estimated basedumwted market prices for the securities on harfdrosimilar investments. Net unrealized
holding gains and losses are reported as a segamagonent of stockholders' equity, net of tax.

F-10



KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(4) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS (CONTINUED) The following summarizes the amized
cost, unrealized holding gains and losses, anthat#d fair values of marketable securities and gtalite non-current investments at
December 28, 1996 and December 30, 1995.

UNREALIZED U NREALIZED
AMORTIZED HOLDING HOLDING FAIR
COST GAINS LOSSES VALUE
(DOLLARS IN MI LLIONS)
1996
Kiewit Mutual Fund:
Short-term government........ccceevvevvceeeecs v $ 22 % $ - $ 22
Intermediate term bond........cccccovvvveeeeeee. 10 - - 10
TaX XEMPL.cci i s 9 -- -- 9
U.S.debtsecurities.......cccoovvvvvceenceeces e 13 - - 13
$ 54 $ - $ $ 54
Non-current investments:
Equity SECUNtIES....ccvvviiiiiieiiccieeees e $ 30 $ - $ (2 $ 28
1995
Kiewit Mutual Fund:
Short-term government....

Intermediate term bond........cccccovvvvveneeees 13 1 14
TaX XEMPL.cciicciiiiieeeeee e 8 1 -- 9
U.S. debt securities.......ccccovvvvvcveenceceees e 13 - -- 13
Municipal debt securities........ccccccevveeeeees 1 - - 1
$ 57 % 2 $ $ 59
Non-current investments:

EQUity SECUMLIES....ccvevveirieciicicieceeee e, $ 30 $ - $ - $ 30

For debt securities, amortized costs do not vagiicantly from principal amounts. Realized gaaml losses on sales of marketable
securities were each less than $1 million in 198 2996, and $1 million and $2 million in 1994.

The contractual maturities of the debt securitiesas follows:

AMORTIZED COS T FAIR VALUE
U.S. debt securities:
1€SS thaN 1 YEAI....ccicvieiieiiievieeceeee e $ 2 $ 2
1-5 YRS ciiceiiieceeeeeeeeceeeeeeeee s 11 11
$ 13 $ 13

Maturities for the mutual fund and equity secusti@ve not been presented as they do not havela siaturity date.

F-11



KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(4) DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRMENTS (CONTINUED) LONG-TERM DEBT

The fair value of debt was estimated using theeimemtal borrowing rates of the Group for debt ef¢ame remaining maturities and
approximates the carrying amount.

(5) RETAINAGE ON CONSTRUCTION CONTRACTS

Receivables at December 28, 1996 and Decembe996, iticlude approximately $86 million and $50 moifliof retainage on uncompleted
projects, the majority of which is expected to bélected within one year. Included in the retainag®unts are $53 million and $61 million
of securities which are being held by the ownergasfous construction projects in lieu of retainagleese securities are carried at fair value
which is determined based on quoted market primethé securities on hand or for similar investraeNtet unrealized holding gains and
losses, if any, are reported as a separate compohstockholders' equity, net of tax.

(6) INVESTMENT IN CONSTRUCTION JOINT VENTURES

The Group has entered into a number of construgion venture arrangements. Under these arrangesmi€one venturer is financially
unable to bear its share of the costs, the othsuvers will be required to pay those costs.

Summary joint venture financial information follows

FINANCIAL POSI TION 1996 1995
(DOL LARS IN
MIL LIONS)
Total Joint Ventures
CUIMENE @SSELS..coiiieiiiiiiiieiieeeeeeeee e $ 43 5% 655
Other assets (principally construction equipment) L 4 7 52
48 2 707
CUITeNt IabIlItIES. ... ——————— (34 7) (584)
NEE ASSELS.ccciiiiiiiiiie e e $ 13 5% 123

Group's Share
EQUIitYy iN NEL ASSELS....coviiiiiiiiieeeces s $ 7 3% 67
Receivable from JOINt VENTUIES............ccceee e 1

Investment in construction joint ventures
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(6) INVESTMENT IN CONSTRUCTION JOINT VENTURES (CONNUED)

OPERATIONS 1996 1995 1994
(DOLLARS IN MIL LIONS)
Total Joint Ventures
REVENUE....cviiiieiieesc e e $ 1,370 $ 1,211 $ 1,034
COSES ittt s 1,201 1,108 937
Operating INCOME.......ccocvvevvieeviieeeices e $ 169 $ 103 $ 97
Group's Share
REVENUE. ...t e $ 689 % 691 $ 523
COSES ittt 621 625 473
Operating INCOME.......ccccvvevvieeicieeeies e $ 68% 66 $ 50
(7) OTHER ASSETS
Other assets consist of the following at DecemiBer1296 and December 30, 1995:
199 6 1995
( DOLLARS IN
MILLIONS)
ME Holding INC.....ccooviiiiiiiiiiciiieee, 338% 29
Equity securities of Kinross Gold Corporation (Note 28 30
Investment in partnership...........cccoeeeeneeee 15 12
APAC goodwill..........cooviiiiiiiiiiiiieciinns 15 16
Notes receivable............coocoiieiiiinnenne 1 24
Other.....ccoovciei e 15 8
$ 107 $ 119

Other assets include marketable equity securitessified as non-current, an equity method investrmea partnership which fabricates
offshore oil platforms and the net goodwill recamgd in the APAC acquisition. The investment in M&lding Inc., accounted for on the
equity method, totals $33 million, $2 million in@sss of the Group's share of equity. The excegstment is being amortized over 15 years.
The contracting business is not publicly traded @oels not have a readily determinable market valhe.Group is committed to acquire 80%
ownership in 1997. The Group's share of ME Holdimgtome, net of goodwill amortization, was $4 rail, $2 million and $1 million in

1996, 1995 and 1994.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS

(8) LONG-TERM DEBT

At December 28, 1996 and December 30, 1995, lomg-tkebt consisting of a portion of PKS' notes torfer stockholders which have been
allocated to the Group and the Diversified Groug eonvertible debentures is as follows:

(DOLLARS IN MILLIONS) 1996 1995
9.6%-11.1% Notes to former stockholders, 1999-2001. .., $ 2 $ 3
6.25%-8.75% Convertible debentures, 2002-2006...... e 10 8
12 11

LeSS CUMTENt POFtION....ccceveiiiiiiiiiiiiies e 2)
$ 12 $ 9

The convertible debentures are convertible durintpfer of the fifth year preceding their maturigtel Each annual series may be redeemed
in its entirety prior to the due date except duting conversion period. Debentures were conventieds9,935 and 12,594 shares of Class C
Stock in 1995 and 1994, respectively. As part efékchange offer completed prior to the MFS Spfadfholders of 1990 and 1991
debentures converted their debentures into Clé8®€Ek and Class D Stock. At December 28, 1996 ,8836shares of Class C Stock are
reserved for future conversions.

Scheduled maturities of long-term debt through 28@las follows (in millions): 1997--$-; 1998--$999--$1; 2000--$1 and $- in 2001.

(9) INCOME TAXES

An analysis of the (provision) benefit for inconasés relating to earnings for the three years ebdmgmber 28, 1996 follows:

(DOLLARS IN MILLIONS) 1996 1995 1994
Current:
U.S.federal.iiiieeeeeeeeeeeeee e $ 62)$ (5 8)$ (33
FOT@IgN. .o e (5) 4 (8)
StALE. vt e (11) ( 6) Q)
erred (78) (6 0) (42)
Deferred:
U.S.federal..ccoiiiiiiiiiiiiieeiieeeeeeee e 7 6
FOr@IgN .o e 3) ( 7 1
StALE..c i e 2 1 2
6 - 3
$ (72)$ (6 0% (39
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(9) INCOME TAXES (CONTINUED) The United States afmleign components of earnings, for tax reportingopses, before income taxes
follows:

(DOLLARS IN MILLIONS) 1996 1995 1994

United StateS.....cccvveeeiiiiiiiecccieeeeeeeee s $ 155 % 159 $ 101

FOr@IgN..ccii i e 25 5 15
$ 180 $ 164 $ 116

A reconciliation of the actual (provision) bendtit income taxes and the tax computed by applytiegd.S. federal rate (35%) to the earnings
before income taxes for the three years ended Deeed8, 1996 follows:

(DOLLARS IN MILLIONS) 1996 1995 1994
Computed tax at statutory rate........cccceeeeeee. e $ 63)%$ (5 n$ (41)
State INCOME tAXES .o (6) ( 8) 3)
Prior year tax adjustmentS.....ccccccceeevenenee e 4) 5 3
Other i e 1 - 2

$ (720 (6 0% (39

Possible taxes, beyond those provided, on rematantundistributed earnings of foreign subsid&grare not expected to be material.

The components of the net deferred tax assetfidoyears ended December 28, 1996 and Decembe®3@® wlere as follows:

(DOLLARS IN MILLIONS) 1996 1995
Deferred tax assets:
CONStruction aCCOUNtING.....ccccvevvieeccieeees e $ 15 $ 3
Investments in construction joint VENUreS....... e 30 28
INSUrANCE ClaiMS...cccccciiiiiiiiiiieeceeeees e 32 32
Compensation--retirement benefits................ 6 4
O Nl e e —————— 10 7
Total deferred tax @SSetS....ccovvvveeeeeeeeeces e ——— 93 74
Deferred tax liabilities:
INVESIMENLS IN SECUNMLIES...ccvvviieveeeeeeee e e 7 8
O NI e e ——— 20 7
Total deferred tax liabilitieS.........ccccceeeee e ———— 27 15
Net deferred tax aSSetS.....ccccveevcveeeeeeiiees s $ 66 $ 59

No valuation allowance has been recorded relatinbe deferred tax assets because they are rdalizadber the tax sharing policy of Pk
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(10) EMPLOYEE BENEFIT PLANS

The Group makes contributions, based on colledtargaining agreements related to its constructp@rations, to several multi-employer
union pension plans. These contributions are iregud the cost of revenue. Under federal law, theu@ may be liable for a portion of future
plan deficiencies; however, there are no knowncilsicies.

The Group also had a long-term incentive plan,kstgpreciation rights, for certain employees. Tl goncluded in 1994. The expense
related to this plan was $1 million in 1994. Subtitdly all employees of the Group are covered urtde Group's profit sharing plans. The
expense related to these plans was $3 million @6Ehd 1995 and $1 million in 1994.

(11) STOCKHOLDERS' EQUITY

Ownership of the Class C Stock is restricted ttateiemployees conditioned upon the execution pdirghase agreements which restrict the
employees from transferring the stock. PKS is gahyecommitted to purchase all Class C Stock atam®unt computed pursuant to the
Certificate of Incorporation. Issuances and repasels of common shares, including conversionshiothree years ended December 28, !
were as follows:

CLASS C

STOCK
Sharesissued iN 1994, ... s 1,018,14 4
Shares repurchased in 1994......cccccccveees e 2,427,18 6
Sharesissued iN 1995. ... e 1,021,87 5
Shares repurchased in 1995.......ccccovviiiees s 6,228,93 4
Shares iSSUEd IN 1996......ccoviviiieriiiiieeeees s 896,64 0
Shares repurchased in 1996.......ccccccccveeees e 770,36 8



KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
(12) INDUSTRY AND GEOGRAPHIC DATA

The Group's operations are primarily conductedni@ lbusiness segment; construction contracting fdllmving is derived from geographic
information in the PKS consolidated financial stadmts as it relates to the Group.

GEOGRAPHIC DATA (DOLLARS IN MILLIONS) 1996 19 95 1994
Revenue:
UNited StateS.....coovvvieiiiiciiiciieeeees e $ 2,000 $ 2,007 $ 1,915
CaNAA.. ...t —— 175 237 214
O Rl e e ——— 111 86 46

$ 2,286 $ 2,330 $ 2,175

Operating earnings:

United States........cccoceeeeeivieeeeeinneeenn. 84 $ 70 $ 45
Canada...... 7 7 14
[©]1 1= U 14 10 -
$ 105 $ 87 $ 59
Identifiable assets:
United StateS....cccovviiiie s s $ 924 % 867 $ 834
CaNAA.. ..o ——— 90 90 102
L1 T P 22 20 27
$ 1,036 $ 977 $ 963

(13) RELATED PARTY TRANSACTION

The Group performs certain mine management serfacale Diversified Group. The income from thesevices was $37 million in 1996,
$30 million in 1995 and $29 million in 1994 andéxorded in other income in the statements of agmi

(14) OTHER MATTERS

In October 1996, the PKS Board of Directors dirdeteanagement to pursue a listing of PKS Class Bk3Sta a major securities exchange or
the Nasdaq National Market as soon as practicahgui©998. The Board does not foresee circumstamedsr which PKS would list the Class
D Stock prior to 1998. The Board believes thas#rlg will provide PKS with a capital structure raguitable for the further development of

the Diversified Group's business plan. It wouldaisovide liquidity for Class D shareholders with@upairing PKS' capital base.

The Board's action does not ensure that a listir@jass D Stock will occur in 1998, or any time.elBoard could delay or abandon plans to
list the stock if it determined that such actionwebbe in the best interests of all PKS' sharehslda addition, PKS' ability to list Class D
Stock will be subject to factors beyond its contietluding the laws, regulations, and listing ddility criteria in effect at the time a listing is
sought, as well as stock market conditions atithe.tFurthermore, the Board might decide to cotimdelisting of Class D Stock with a public
offering of newly issued Class D shares in ordaatse additional capital for the Diversified Grouch an offering could delay or alter the
listing plan.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

(14) OTHER MATTERS (CONTINUED) Class C shareholdars currently able to convert their shares in@s€ID Stock pursuant to PKS'
Certificate of Incorporation. If such a listing ags, Class C shareholders will continue to be sbtonvert their shares to Class D Stock.

In June 1995, the Group exchanged its interestwhally owned subsidiary involved in gold miningtiagies for 4,000,000 common shares
of Kinross Gold Corporation, a publicly traded ammgtion. The Group recognized a $21 million pregain on the exchange based on the
difference between the book value of the subsidiaugy the fair market value of the Kinross stocklmdate of the transaction.

In September 1995, the PKS Board of Directors ammi@ plan to make a tax-free distribution of itire ownership interest in MFS
Communications Company, Inc. to the Class D stoldkdre (the "Spin-off") effective September 30, 1995

PKS completed an exchange offer prior to the Sfiinvbereby 4,000,000 shares of Class C Stock wechanged for 1,666,384 shares of
Class D Stock on terms similar to those upon whkikdss C Stock can be converted into Class D Stadkgl the annual conversion period
provided for in PKS' Certificate of Incorporatiorhe conversion ratio used in the exchange was lea¢rliusing final 1994 stock prices
adjusted for 1995 dividends.

The Group is involved in various lawsuits and clgimcidental to its business. Management beligvaisany resulting liability, beyond that
provided, should not materially affect the Grodpiancial position, future results of operationsfuture cash flows.

The Group leases various buildings and equipmeti¢uboth operating and capital leases. Minimumalgrayments on buildings and
equipment subject to noncancellable operating fedsang the next 24 years aggregate $10 million.

It is customary in the Group's industry to use aasifinancial instruments in the normal courseusibess. These instruments include items
such as letters of credit. Letters of credit aneditional commitments issued on behalf of the Grivuaccordance with specified terms and
conditions. The Group has informal arrangementk wihumber of banks to provide such commitmentfA3ecember 28, 1996, the Group
had outstanding letters of credit of approxima®&l@1 million.

(15) SUBSEQUENT EVENTS

In January 1997, approximately 1.7 million share€lass C Stock, with a redemption value of $7lioml were converted into
approximately 1.3 million shares of Class D Stock.

On March 26, 1997, a Group-sponsored joint venitag awarded a $1.3 billion contract to reconsthutetrstate 1-15 through the Salt Lake
City region. The project is being undertaken inparation for the 2002 Olympic Games. The Groupgsesbf this project is approximately
$700 million.
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(DOLLARS IN MILLIONS)

Year ended December 28, 1996

Allowance for doubtful trade accounts.....

Reserves:
Insurance claims.........cccooveeeiiveiininens

Year ended December 30, 1995

Allowance for doubtful trade accounts.....

Reserves:
Insurance claims.........cccooveeeiiveniiinens

Year ended December 31, 1994

Allowance for doubtful trade accounts.....

Reserves:
Insurance claims..........ccocceeeiiennieennnen.

KIEWIT CONSTRUCTION & MINING GROUP

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

ADDITIONS AMOUN
BALANCE CHARGED TO CHARG
BEGINNING COSTS AND TO
OF PERIOD EXPENSES RESERV

.......... 65 19
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KIEWIT CONSTRUCTION & MINING GROUP

CONDENSED STATEMENTS OF EARNINGS

SIX MO
Ju
1997
(UNA
(DoL
MILLIONS
SHAR
REVENUE...ciiiieieicieic e s $ 1,04
COSt Of REVENUE....cooiiiiiiiiiiicees e (94
10
General and Administrative EXPENSES.....ccccccceeee e (6
operating EarningS.....ccoocveeeiivieeennicies e 4
Other Income (Expense):
Investment INCOME, NEL........cccceevvveviiieees e
Interest Expense, net (
Other, Net.......cccooiiiiiiiiieeec e 3
4
Earnings Before INCOME TaXES....cccccevvvieeeenes it 8
Provision for INCOME TaXeS.....cccvvevervicics e 3
NEt EArNINGS...cccviiiiiiiiiieccee e e $ 5
Primary Earnings per SNar€.......ccccccvcvvccccces e $ 53
Fully Diluted Earnings per Share........cccceeeee. s $ 51

See accompanying notes to condensed financiahstats.
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NTHS ENDED
NE 30,
1996
UDITED)
LARS IN
, EXCEPT PER
E DATA)
7$ 1,072
2)  (989)
5 83
4)  (59)
1 24
8 8
1) (2)
5 29
2 35
3 59
3)  (23)
0% 36
4% 3.46
3% 3.36



KIEWIT CONSTRUCTION & MINING GROUP
CONDENSED BALANCE SHEET

JUN E 30,
1 997
(UNA UDITED)
(DOLLARS IN MILLIONS)
ASSETS
Current Assets:
Cash and cash equivalents............c.cccueeeen. 127
Marketable securities............ccccccenee 33
Receivables, less allowance of $15.. 336
Costs and earnings in excess of billings on uncompl 95
Investment in construction joint ventures.......... 113
Recoverable income taxes...........cccccccevneeee. 18
Deferred income taxes............ccoeveeevnunnnn. 69
Other.....cooiiiiiiiie e 16
Total CUIMTENt ASSELS.....covviiiiiiiieciics e 807
Property, Plant and Equipment, less accumulated dep reciation and amortization of $426..... 201
INVESTMENTS. ....ovviiiiiiiieiiiee e 87
Other Assets 22
$ 1,117
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable, including retainage of $35....... L $ 173
Current portion of long-term debt.................. e 2
Accrued construction costs and billings in excess o f revenue on uncompleted contracts..... 180
AcCrued iINSUFANCE COSES....coviiivieiniiiieeenees s 85
Other i 43
Total Current LiabilitieS.......coovvveeencceeees e 483
Long-Term Debt, less current portion................ e 16
Other LiabilitieS......ccooviviiiiiiieee e 59
Stockholders' Equity (Redeemable common stock, $404 million aggregate redemption value):
COoOmMMON EQUILY.....ceeeiriiirieieiiiee e 572
Net unrealized holding l0ss...........ccccouveeee. )
Foreign currency adjustment........................ (6)
Total Stockholders' EQUILY.....ccccovvvieenees e 559
$ 1,117

See accompanying notes to condensed financiahstaits.
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KIEWIT CONSTRUCTION & MINING GROUP

CONDENSED STATEMENTS OF CASH FLOWS

Cash flows from operations:
Net cash provided by operations..................

Cash flows from investing activities:
Proceeds from sales and maturities of marketable
Purchases of marketable securities...............
Proceeds from sales of property, plant and equipm
Acquisitions and investments, net................
Capital expenditures............cccveeeveeenne

Net cash used in investing activities..........

Cash flows from financing activities:
Proceeds from long-term debt borrowings..........
Payments on long-term debt, including current por
Net change in short-term borrowings..............
Issuance of common stock.............. .
Repurchases of common stock......................
Dividends paid...........ccceevveenne
Exchange of Class B&C Stock for Class D Stock, ne

Net cash used in financing activities..........

Net change in cash and cash equivalents........
Cash and cash equivalents at beginning of period...

Cash and cash equivalents at end of period.........

See accompanying notes to condensed financiahstats.
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X MONTHS ENDED
JUNE 30,

(UNAUDITED)
ARS IN MILLIONS)

37 $ 73
44 67
(22)  (57)
25 16
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(62)  (36)
@) 1

2 -
&)
(45)
34 27
(1) (4)
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(r2)  (19)
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO CONDENSED FINANCIAL STATEMENTS
1. BASIS OF PRESENTATION:

The financial statements contained herein are utexlidnd have been prepared using the historicabiats included in the Peter Kiewit
Sons', Inc. ("PKS") consolidated condensed findrst&ements. The Group's accounting policies &antain other disclosures are set forth in
the notes to the financial statements containd®Ki8' Annual Report on Form 10-K as an exhibit fa year ended December 28, 1996.

Although the financial statements of PKS' Constaic& Mining Group and Diversified Group separatedport the assets, liabilities and
stockholders' equity of PKS attributed to each syrctup, legal title to such assets and responitbdr such liabilities will not be affected by
such attribution. Holders of Class C Stock and €@sStock are stockholders of PKS. Accordingly, Bi%S consolidated condensed financial
statements and related notes as well as those #fidhwit Diversified Group should be read in corgtion with these financial statements.

Receivables at June 30, 1997 include approxim&&ymillion of retainage on uncompleted projedts, inajority of which is expected to be
collected within one year. Included in the retamagnount is $32 million of securities which arenigefeld by owners of various construction
projects in lieu of retainage.

The results of operations for the six months enliew 30, 1997 are not necessarily indicative ofélalts to be expected for the full year.

Where appropriate, items within the condensed fir@statements have been reclassified from theiquie periods to conform to current y
presentation.

2. EARNINGS PER SHARE:

Primary earnings per share of common stock have beputed using the weighted average number oéslmutstanding during each
period. In addition, fully diluted earnings per shaeflect the dilutive effect of convertible debenes. The numbers of shares used in
computing earnings per share were as follows:

SIX MONTHS ENDED

JUNE 30,
1997 1996
Primary....cccoovvviee s 9,301,036 10,353,305
Fully Diluted.....cccoooviiiiiiiiiieeiceeees e, 9,737,869 10,712,305

In March 1997, the Financial Accounting Standardafd issued Statement of Financial Accounting Steasl("SFAS") No. 128 "Earnings
Per Share". The statement establishes standarderfgyuting and presenting earnings per share andres the restatement of prior period
earnings per share data presented. This statemefiective for financial statements issued foiiqus ending after December 15, 1997 and
earlier application is not permitted. Basic andi@itl earnings per share, as defined in SFAS Nq.dr2&ot expected to vary significantly
from the primary and fully diluted earnings perghshown on the statements of earnings.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO CONDENSED FINANCIAL STATEMENTS (CONTINUED)
3. SUMMARIZED FINANCIAL INFORMATION:

The Group's 50% portion of PKS' corporate asseaddiahilities and related transactions, which avéseparately identified with the ongoing
operations of the Construction & Mining Group oe fRiversified Group, and items attributable to @®up are as follows:

JUNE 30,

(DOLLARS IN MILLIONS) 1997
Cash and marketable securities.........cc.cceeeee. s $ 11
Property, plant and equipment, net................. .~ L. 5
Other @ssets......ccoccvvviiiiiiiiiieeeeceees e 2

Total ASSELS..vvviicieieieeeeeieeee e $ 18
Accounts payable.........ccccovvvvveiiieeiieees e, $ 2
Long-term debt, including current portion.......... L 11

Total LiabilitieS.....cccovvieeiiiiciieeeeeeeee e, $ 13

SIX MONTHS ENDED
JUNE 30,

Other eXpense, Nt ..cccovceeiieeiieeeceeeee e $ @1 s$ (@ )

Corporate general and administrative costs have dkecated to the Group. These allocations wese tlean $1 million for the six months
ended June 30, 1997 and 1996.

Mine management income from the Diversified Growgs\W16 million and $15 million for the six montheded June 30, 1997 and 1996.
4. ACQUISITIONS:

On April 18, 1997, the Group and a partner eachsted $15 million to acquire a 96% interest in @aluntain Energy L.L.C. ("Oak
Mountain"). Oak Mountain then acquired the exis@sgets of an underground coal mine in Alabamagproximately $18 million and
assumed approximately $14 million of related lidies. Oak Mountain intends to use the remainirghcand $30 million of nonrecourse bank
borrowings to retire the existing debt and furtievelop and modernize the mine. Oak Mountain'dteare consolidated with those of the
Group on a praoata basis since the date of acquisition. The oaé's results of operations prior to the acquisitivere not significant relati
to the Group's results.

5. OTHER MATTERS:

In October 1996, the PKS Board of Directors (thedRi") directed management to pursue a listingla§€D Stock as a way to address
certain issues created by the PKS' two-class datdek structure and the need to attract andnéte best management for the PKS'
businesses. During the course of its examinatidhe@ftonsequences of a listing of Class D Stockiagement concluded that a listing of
Class D Stock would not adequately address thesessand instead began to study a separatioe @dhstruction and Mining Group and
the Diversified Group. At the regular meeting of Board on July 23, 1997, management submitteldet®bard for consideration a proposal
for separation of the
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO CONDENSED FINANCIAL STATEMENTS (CONTINUED)

5. OTHER MATTERS: (CONTINUED) Construction and Mugi Group and the Diversified Group on substantitig/terms eventually
approved by the Board. At a special meeting on Au@4, 1997, the Board approved management's pabpos

The separation of the Construction and Mining Grangd the Diversified Group would be contingent ugnratification of the separation by
a majority of both Class C and Class D shareholpersent at a shareholders meeting and the rdnepiKS of an Internal Revenue Service
ruling or other assurance acceptable to the Bdeatlthe separation would be tax-free to U.S. sluddeins. The restructuring is currently
anticipated to occur during the second quartei9981 Under management's proposal, the Diversifism@will not seek to list its stock for
public trading on a national securities exchangéd iimaises capital through a public equity offey or desires to have a listed equity security
available for acquisitions. The Board will retairetright, even if the stockholders ratify the preglcand favorable tax treatment is satisfied, to
abandon, defer or modify the proposal if it belieteat it would be in the best interests of altktwlders.

The Group is involved in various lawsuits, clainmsl aegulatory proceedings incidential to its busgiéManagement believes that any
resulting liability, beyond that provided, shouldt materially affect the Group's financial positidmture results of operations or future cash
flows.
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PRO FORMA FINANCIAL INFORMATION

The pro forma financial information of Peter Kiewitns', Inc. ("PKS") to be renamed Diversified Hiofg, Inc. after the Transaction, and
Construction Group, to be operated by PKS Holdihgs, after the Transaction, respectively, has h@epared to give effect, as further
described below, to the Transaction. The pro fofimencial information assumes, in two separate ages, that 1.5 million (Scenario 1) an
million (Scenario 2) shares of Class C Stock walldnnverted in the 1997 Conversion Period as desttierein. Scenario 1 reflects an
estimate of the number of shares of Class C Stoble tendered in the Transaction. Scenario 2 if##tto illustrate the impact of the tender
of Class C shares equal to the maximum numberaesiPKS will allow to be exchanged.

The pro forma condensed statements of earningbdosix months ended June 30, 1997 and for thegreded December 28, 1996 of PKS
the Construction Group assume that the Transaigioonsummated on December 29, 1996 and Decemb#&©84%, respectively. The
condensed balance sheets of PKS and the Constri@&taup as of June 30, 1997 assume that the Trdmsés consummated as of such date.

The pro forma financial information is not intendedeflect results of operations or the finangiasition of PKS and the Construction Group
which actually would have resulted had the Trangadieen effected on the dates indicated. Moredkierpro forma information is not
intended to be indicative of future results of @tiems or financial position of PKS and the Congtinn Group.

The pro forma financial information should be réadonjunction with PKS' and the Construction Grsupstorical financial statements, and
the notes thereto, contained in PKS' Annual Repofform 10-K for the year ended December 28, 19@6salected exhibits thereto and
Quarterly Report on Form 10-Q for the quarter entlate 30, and selected exhibits thereto, all ottvlare contained elsewhere herein or
incorporated herein by reference.
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REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors and Stockholders
Peter Kiewit Sons', Inc.

We have examined the pro forma adjustments refigdtie transactions described in the accompanyitesrand the application of those
adjustments to the historical amounts in the ac@nying pro forma consolidated condensed statenoémarnings of Peter Kiewit Sons', I
and Subsidiaries for the year ended December Z&. Ithe historical consolidated condensed statesvafrgarnings are derived from the
historical financial statements of Peter Kiewit Soinc. and Subsidiaries, which were audited bgngincorporated by reference herein.
Such pro forma adjustments are based upon managjsrassumptions described in the accompanying nOiesexamination was made in
accordance with standards established by the Aaretitstitute of Certified Public Accountants anc@dingly, included such procedures as
we considered necessary in the circumstances.

In addition, we have reviewed the related pro foadpistments and the application of those adjusisrterthe historical amounts in the
accompanying pro forma consolidated condensed balsimeets of Peter Kiewit Sons', Inc. and Subsédias of June 30, 1997 and the pro
forma consolidated condensed statements of earfondise six months then ended. The historical obdated condensed financial statem:
are derived from the historical financial statersesftPeter Kiewit Sons', Inc. and Subsidiaries,clvhirere reviewed by us, incorporated
herein by reference. Such pro forma adjustmentbased upon management's assumptions describleel dit¢companying notes. Our review
was made in accordance with standards establishdtebAmerican Institute of Certified Public Accdants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtdnical information might have been had
the transactions occurred at an earlier date. Hewyéhe pro forma consolidated condensed finastééments are not necessarily indicative
of the results of operations or related effectdimancial position that would have been attained thee above-mentioned transactions actually
occurred earlier.

In our opinion, management's assumptions providmsonable basis for presenting the significamcestdirectly attributable to the above-
mentioned transactions described in the accompgmaies, the related pro forma adjustments giveogpiate effect to those assumptions,
and the pro forma columns reflect the proper aptibo of those adjustments to the historical finalhstatement amounts in the pro forma
consolidated condensed statements of earninghdordar ended December 28, 1996.

A review is substantially less in scope than antathte objective of which is the expression ofoginion on management's assumptions, the
pro forma adjustments and the application of thamjastments to historical financial information.o&edingly, we do not express such an
opinion on the pro forma adjustments or the appboceof such adjustments to the pro forma constdid@ondensed balance sheets as of June
30, 1997, and the pro forma consolidated condesisgements of earnings for the six months thenckri8i@sed on our review, however,
nothing came to our attention that caused us tewethat management's assumptions do not providasmnable basis for presenting the
significant effects directly attributable to theoab-mentioned transactions described in the accoyipg notes, that the related pro forma
adjustments do not give appropriate effect to tleesmimptions, or that the pro forma columns daeftect the proper application of those
adjustments to the historical financial statemendants in the pro forma consolidated condensechbalaheets as of June 30, 1997 and the
pro forma consolidated condensed statements oinggrfor the six months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
August 25, 1997
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED STATEMENTS OF EARN INGS
FISCAL YEAR ENDED DECEMBER 28, 1996
AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS £TOCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

(UNAUDITED)
SIX MONTHS
ENDED JUNE
FISCAL YEAR ENDED DECEMBER 28, 1996 30, 1997
SEPARATE  DECONSOLIDATE OTHER PRO
HIST ORICAL PKS HOLDINGS C-TEC ADJUSTMEN TS FORMA HISTORICAL
(DOLLARS IN MILLIONS, EXCEPT PER SHAR E AMOUNTS)
Revenue.......... 2,904 $ (2,286) $ (367) $ 3 4@) $ 285 $ 1,381
Cost of Revenu (2,412) 2,064 250 3 6)(a) (134) (1,143)
492 (222) (117) ( 2) 151 238
General and Administrative Expenses.......... (260) 117 86 3 7)(a) (94) (153)
Operating Earnings...........c.ccccvevene. 232 (105) (31) 3 9) 57 85
Other Income (Expense):
Equity Earnings, net..........ccccceevens 12 (8) 4) -- - 20
Investment Income, net.... 72 (13) (14) 2(b) 47 27
Interest Expense, net.... (37) 8 (5) (20)
Other, Net.........cccceviiiiiiieenen, 26 (58) 5 3 9(a) 12 20
73 (75) 15 4 1 54 47
Earnings before Income Taxes and Minority
Interest in Net Losses of Subsidiaries..... 305 (180) (16) 2 111 132
Provision for Income Taxes................... (84) 72 14 ( 1)(c) 1 (50)
Minority Interest in Net Losses of
Subsidiaries..........cccooeoriiiinnns - - 2 - 2 9
Net Earnings......c.cccvcevveveeeeeeennns $ 221 $ (108) $ -- $ 1 $ 114 % 91
Earnings Attributable to:
Class C Stock $ 108 $-- $ 50
Class D StocK.........ccovvviiiiiiiinnns $ 113 $ 114 $ 41
Earnings Per Share:
Class C Stock
Primary.....cccccooeviiciiciiies $ 10.13 $ - $ 534
Fully diluted.........cccooveviinennnn. $ 9.82 $ - $ 513
Class D Stock
Primary.....cccccooeiiiciiciiie $ 4.85 $ 407 % 1.67

Fully diluted...........cccovnnne $ 4.85 $ 406 % 1.67

Weighted Average Shares Outstanding:
Class C Stock
Primary.......ccccoceveeenenenenens 10,6 55,886 - 9,307,834

Fully diluted...........cccovnnnne 11,0 26,045 -- 9,744,667

Class D Stock

Primary........ccocovveiieininnnns 23,2 63,688 28,119,741 24,544,153
Fully diluted............c.ccovnennnns 23,2 73,775 28,129,828 24,544,153
SE PARATE  DECONSOLIDATE OTHER PRO
PKS HOLDINGS C-TEC ADJUSTMENTS  FORM A

ReVeNUe........ccccovviiieiic e $ (1,047) $ (194) $ 21(@) $ 161



Cost of Revenue..........cccooevvenenenn.

General and Administrative Expenses..........

Operating Earnings...........c.ccccvvvene.

Other Income (Expense):
Equity Earnings, net..........cccccovenns
Investment Income, net.
Interest Expense, net.
Other, net......

Earnings before Income Taxes and Minority
Interest in Net Losses of Subsidiaries.....

Provision for Income Taxes...................

Minority Interest in Net Losses of
Subsidiaries.........ccccceviieniennnns

Net Earnings......c.ccoveevereeeeenennns $

Earnings Attributable to:
Class C Stock

Class D StoCK........cceeveeereienneens

Earnings Per Share:
Class C Stock
Primary......cccooevviiiicnii

Fully diluted.........cccooveviinennne

Class D Stock
Primary......cccooeiiiiiieiine

Fully diluted.........cccooveviiienne

Weighted Average Shares Outstanding:
Class C Stock

The accompanying notes are an integral part oktpes forma consolidated condensed financial stertgsn

1)
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

PRO FORMA CONSOLIDATED CONDENSED STATEMENTS OF EARN INGS

FISCAL YEAR ENDED DECEMBER 28, 1996

AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C ®CK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

Revenue..........cccccvveviniiens
Cost of Revenue

General and Administrative

Operating Earnings.............

Other Income (Expense):
Equity Earnings, net.........
Investment Income, net.
Interest Expense, net.
Other, net

Expenses............

Earnings before Income Taxes and Minority
Interest in Net Losses of Subsidiaries.......

Provision for Income Taxes

Minority Interest in Net Losses of

Subsidiaries

Net Earnings.........cccceveeuvenne

Earnings Attributable to:
Class C Stock.........c.cccue.

Class D StocK..........cceuene

Earnings Per Share:
Class C Stock

Primary.....c.ccoovveeiiiiicin, $
Fully diluted...........ccccvovennnns $
Class D Stock -
PriMary......ccccooveeeeresienesiennns $
Fully diluted.........ccccovereennnne. $

Weighted Average Shares Outstanding:

Class C Stock
Primary......ccccccveevninens

Fully diluted.....................

Class D Stock

Primary......cccocveinennnn.

Fully diluted............cccouee.

FISCAL YEAR ENDED DECEMBER 28, 1996

SEPARATE
PKS  DECONSOLIDATE OTHER
STORICAL HOLDINGS C-TEC ADJUSTMENTS

(DOLLARS IN MILLIONS, EXCEPT PER SHAR
2,904 $ (2,286) $ (367) $  34(

(2,412) 2,064 250 (36)
Ca2 (222 @) @
(260) 117 86 (37)
S @os) @y (39)
12 (8) 4 -
72 (13) (14) 5(b)
(37) 28 -
26 (58) 5 39(a)
""" 73 @) 15 44
305  (180) 16) 5
(84) 72 14 %)
. - 2

o218 (108 $- 0§ 3
108

s

10.13

Y

4.85

485

,655,886

EPARATE
PKS DECONSOLIDATE OTHER PRO
OLDINGS C-TEC ADJUSTMENTS  FORM

(UNAUDITED)
SIX MONTHS
ENDED JUNE
30, 1997

PRO
FORMA  HISTORICAL
E AMOUNTS)
a)$ 285% 1,381
(8 (134) (1,143)

151 238
(@ (4 (183
57 85
- 20
50 27
6 (0
12 2
57 a7
114 132
© - (50)
2 9




Revenue.................
Cost of Reven

General and Administrative Expenses............

Operating Earnings..........ccccccoevervencne
Other Income (Expense):
Equity Earnings, net
Investment Income, ne
Interest Expense, Net...........ccccoeeeeee
Other, Net.....uveeveeeeeeeeeeeen.

Earnings before Income Taxes and Minority
Interest in Net Losses of Subsidiaries.......

Provision for Income Taxes............c.cee...

Minority Interest in Net Losses of
Subsidiaries

Net Earnings.......ccocevveveereeeeseenene $

Earnings Attributable to:
Class C StoCK.........coeeurrecininrnnn.

Class D StoCK........coouevvirveninninenn.

Earnings Per Share:
Class C Stock
Primary.......ccoevveiiiiicin,

Fully diluted...........ccccoveniinennn.

Class D Stock
Primary.....c.ccoevoeniiiienn.

Fully diluted..........ccccocveniennen.

Weighted Average Shares Outstanding:
Class C Stock
Primary......cccoceveiieiniiences

Fully diluted..........ccccoovveniienen.

Class D Stock
Primary......cccceveiieiniienices

Fully diluted..........cccccovvevinnenn.

The accompanying notes are an integral part oktpes forma consolidated condensed financial stertgsn

(1,047)
942

$ (194)
139
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES

PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET

(UNAUDITED)

JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS £TOCK
CONVERTED INTO CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

Current Assets:
Cash and cash equivalents........................

Marketable securities.............cccueevune.n.

Restricted securities.... .

Receivables, Net........ccccevviiiiiiieninnn,

Costs and earnings in excess of billings on uncom
CONEFACES. ...eevrereeiee et

Investment in construction joint ventures........

Deferred income taxes..........ccccevvvveennnes

Total Current ASSetS.........cccveviveernins
Property, Plant and Equipment, net.................
INVESIMENES......ovviieiiiiiiee s
Intangible Assets, net
Net Assets of C-TEC.
Other ASSEetS.......ccovvveriieeiiiieeiieee

Current Liabilities:
Accounts payable.............cccevviieinnnnnn

Current portion of long-term debt:
Telecommunications............cccevvvverninns

Accrued costs and billings in excess of revenue o
uncompleted contracts...........cccceevveenns

Accrued insurance costs

Income taxes payable.....

Deferred income taxes..........cccceevvveennnes

Total Current Liabilities............cc........
Long-term Debt, less current portion:
Telecommunications............ccceeeviveeenins

Deferred Income Taxes.
Retirement Benefits.............
Accrued Reclamation COStS...........cccovuvveenns
Other Liabilities................. .
Minority Interest........cccocvevivveeniieenns
Stockholders' Equity:

Preferred stock..........ccovvvvviiineinnnnen,

Common stock

Class C shares outstanding; historical--10,093,

Class D shares outstanding; historical--24,575,
pro forma--26,950,316.............cccvueeene
Additional paid-in capital..............cccc...

Foreign currency adjustment......................
Net unrealized holding gains....
Retained earnings..........cccccevvvveeninneenns

Total Stockholders' Equity............ccceennee.

SEPARATE DECONSOLID

HISTORICAL PKS HOLDINGS C-TEC
ASSETS

....... $ 388 $ (127) $ (5

....... 368 (33) (

....... 24 - -

....... 421 (336) (5

pleted

....... 95 (95) -

....... 113 (113) -

....... 65 (69) 1

....... 50 (34) 1

....... 1,524 (807) (13

....... 872 (201) (49

....... 946 (87) 8

....... 393 (22) (34

....... - - 34

....... 70 - (2
$ 3,805 $ (1,117) $ (73

TIES AND STOCKHOLDERS' EQUITY

....... $ 227

$ (173)

$ @

6

(12

(24

$ (73

8)
4)

1

6)

1

3)

6)
6)
4)

9)
2)

2)
6)

OTHER

ADJUSTMENTS

$ 60(a)
69(b)

12(c)

60(a)
69(b)
101(g)

" (10)()
4(e)
10)(9)

(101)(q)



Current Assets:
Cash and cash equivalents........................

Marketable securities.............ccccueevune.n.

Restricted securities..........cccccvvevnvernns

Receivables, Net.........ccccveeveeiiiieennnn,

Costs and earnings in excess of billings on uncom
CONEFACES. ...evvereieeiee e

Investment in construction joint ventures........

Deferred income taxes..........ccceevvvveennnes

Total Current ASSetS........cccceevviveeennnes
Property, Plant and Equipment, net
Investments...............
Intangible Assets, net
Net Assets of C-TEC.........ccccevvvvveniineennns
Other Assets.....

LIABILI

Current Liabilities:
Accounts payable.............ccceeviieenninnn.

Current portion of long-term debt:
Telecommunications...........ccoveevveeneene

Accrued costs and billings in excess of revenue o

uncompleted contracts....
Accrued insurance costs .
Income taxes payable............ccceeernrrnne

Deferred income taxes..........cccceevvveennnns

Total Current Liabilities............cc........
Long-term Debt, less current portion:
Telecommunications.............cceeeviveennins

Deferred Income Taxes........cccccueeevveenveennen.
Retirement Benefits............ .
Accrued Reclamation COStS.........cccccvvvvveennns
Other Liabilities...................
Minority Interest.........ccccceeevveennne
Stockholders' Equity:

Preferred stock..........ccovvvvviiineinnnnen,

Common stock

Class C shares outstanding; historical--10,093,

Class D shares outstanding; historical--24,575,
pro forma--26,950,316.............cccvueeene
Additional paid-in capital..............cc.ce...

Foreign currency adjustment......................
Net unrealized holding gains
Retained earnings..........cccccevvvveeiineenns

Total Stockholders' Equity............ccceennee.

The accompanying notes are an integral part ofpitisorma consolidated condensed financial statéme
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET

(UNAUDITED)

JUNE 30, 1997

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C ®CK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

SEPARATE DECONSOLIDA TE OTHER
HISTORICAL PKS HOLDINGS C-TEC ADJUSTMENTS
ASSETS
Current Assets:
Cash and cash equivalents.........ccccoeeeeee. L $ 388 $ (127) $ (58 ) $ 120(a)
69(b)
Marketable SECUNti€S......ccvvevvvvieiiieee L 368 (33) (4 ) --
Restricted securities... o 24 -- - -
Receivables, Net......ccccoovvveviccveneeees L 421 (336) (51 ) 12(c)
Costs and earnings in excess of billings on uncom pleted
(070311 T £ PO 95 (95) - -
Investment in construction joint ventures........ . ... 113 (113) - -
Deferred income taxes.......ccooeeevvcvevveees 65 (69) (10 ) 14(c)
[T N 50 (34) (12 ) 11(c)
Total Current ASSetS.....cccevvvvevcvvenneee 1,524 (807) (135 ) 226
Property, Plant and Equipment, net................ . ... 872 (201) (495 ) --
INVESIMENES...coviiiiiiiic v 946 87) (82 ) -
Intangible Assets, net... —— 393 (22) (348 ) 2)(c)
Net Assets of C-TEC.......cocovvevccvveenicenaes - - 347 -
Other ASSEetS......covvvvvviiieiiiiceeiieeeieeee 70 - (26 ) 2(c)
$ 3,805 $ (1,117) $ (739 ) $ 226
LIABILIT IES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable.......cccocvvvviienieniene L $ 227 $ (173) $ (36 ) $  12(c)
10(d)
Current portion of long-term debt:
Telecommunications........ccceevveevvciennee L 11 - (11 ) -
Othel i 3 2) - -
Accrued costs and billings in excess of revenue o n
uncompleted contracts........c.coceevvceeeeee L 193 (180) (13 ) --
Accrued insurance COStS......ccccovvvvevcieenes 85 (85) - -
Income taxes payable.......cc.cooecveevcveeeeee. L - - - 11(c)
@)(e)
Deferred income taxes......cccooeevvvvvevvcees - - - 14(c)
10(f)
[T N 142 (43) (66 ) -
Total Current LiabilitieS........ccceveeeeee L 661 (483) (126 ) 53
Long-term Debt, less current portion:
Telecommunications.........ccccveeevvccveescees L 244 - (244 ) --
. 149 (16) - -
Deferred Income Taxes......cccooeevvvvveesvvcean 227 8 (99 ) --
Retirement Benefits........ccoocvvvvvvevivce L a7 - 2 ) -
Accrued Reclamation COStS........ccccevvcvveerseeee L 102 1) - -
Other Liabilities................... . 231 (66) (52 ) --
Minority Interest......cccovveevvcvveniieeene L 218 - (216 ) -
Stockholders' Equity:
Preferred stocK......ccoovvvvvvvvvceie L - - - -
Common stock
Class C shares outstanding; historical--10,093, 635
proforma--O.....cccovvvvvvvieviiiieeeeeee 1) (1) - -
Class D shares outstanding; historical--24,575, 825
pro forma--28,056,307.......cccccovvevcenees 1 (117) - -
Additional paid-in capital.........cccccoeeeeee. L 273 - - 120(a)
69(b)
84(g)
Foreign currency adjustment.........cccceceeeeeee L (8) 6 - -
Net unrealized holding gains.........ccccceeeeee. L 10 7 - -
Retained earnings........ccocvvevvveevvcoeennes 1,649 (454) - (10)(d)
4(e)
(10)(H
(84)(9)
Total Stockholders' Equity......cccccovevveeeeee L 1,926 (559) - 173



FORMA
Current Assets:

Cash and cash equivalents.........ccoccoveeeeeee. L $ 392
Marketable SECUNti€S......ccovevvcvveiiieee L 331
Restricted securities........ccocevevvvcenneeee L 24
Receivables, Net.......ccccccvvvvvvvvvvieviineee 46
Costs and earnings in excess of billings on uncom pleted

CONLIACES...vvivieie e -
Investment in construction joint ventures........ ... -
Deferred income taxes......cccoceevvvevveees -

...... 15

Total Current ASSetS.......cceevvveeiveeenne
Property, Plant and Equipment, net..
Investments..............
Intangible Assets, net..
Net Assets of C-TEC
Other Assets....

LIABILIT

Current Liabilities:
Accounts payable.........occoevvvvveiveeieee $ 40

Current portion of long-term debt:
Telecommunications...

Other. i 1
Accrued costs and billings in excess of revenue o n
uncompleted contracts... . -
Accrued insurance costs.. e -
Income taxes payable..........ccoocveevcceeeeee. L 7
Deferred income taxes......cccoceeevvcvveevces 24
Other. i 33
Total Current Liabilities........ccccvveeeee L 105
Long-term Debt, less current portion:
Telecommunications.......ccccocvveevvcveescees -
{143 T 133
Deferred Income Taxes......cccoooeevvcvveesvccean 136
Retirement Benefits.......ccccocvvvvveivvc L 45
Accrued Reclamation COStS.......ccoceevvvveeveeee L 101
Other Liabilities.................. L 113
Minority Interest.....cccoevvveevvciieciieeaeeee L 2
Stockholders' Equity:
Preferred StoCK.......cooevvvvvvvceniii L -
Common stock
Class C shares outstanding; historical--10,093, 635
proforma--0......ccccoovvviiinvennnnnneeee L --
Class D shares outstanding; historical--24,575, 825
pro forma--28,056,307.......cccccovvevcenee. 1
Additional paid-in capital.........ccccceeeeeee. L 429
Foreign currency adjustment.........cccceceeeeeee L 2)
Net unrealized holding gains.. — 17
Retained earnings........ccocvvvvvveevicoeennes 1,095
Total Stockholders' Equity......cccccovvvveeeeee L 1,540
$ 2,175

The accompanying notes are an integral part ofpitisorma consolidated condensed financial statéme
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
1. BASIS OF REPORTING

The accompanying pro forma consolidated conderisaddial statements of PKS ("the Company") aregatexl based upon the historical
consolidated financial statements and the notestihvef PKS, as adjusted to remove the earningsrsent and the balance sheet accounts of
PKS Holdings, Inc., to reflect C-TEC Corporatio€{TEC") as an equity method investment due to C-$B&nding reorganization which

will reduce the Company's voting interest belowyfifercent and to give effect to certain other @ets of the Transaction. The pro forma
information assumes, in two separate scenarios1tBamillion (Scenario 1) and 3 million (ScenaPpshares of Class C Stock are converted
into Class D Stock in the 1997 Conversion PeriagthSoro forma financial statements should be reambnjunction with the separate
historical consolidated financial statements ardrtbtes thereto of PKS, incorporated herein byreefse. Such pro forma financial stateme
are not necessarily indicative of the future ressaftoperations or financial position.

The PKS Board of Directors preliminarily approvegdlan to make a tax-free distribution of its entikenership interest in PKS Holdings, Inc.
to the Class C Stockholders at a special meetinugust 14, 1997.

Completion of the Transaction has been assumed &s lof June 30, 1997 in the pro forma consolidewedensed balance sheets and as of
December 31, 1995 and December 29, 1996 in théopma consolidated condensed statements of earfondgise year ended December 28,
1996 and the six months ended June 30, 1997, tasggc

The significant accounting policies followed by PKigscribed in the notes to its historical consd#d financial statements incorporated
herein by reference, have been used in preparsngdbompanying pro forma consolidated condensedidial statements.

2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS

As described in Note 1, the historical consolidateddensed statements of earnings for PKS haveduiested to remove the earnings
statement accounts of PKS Holdings, Inc., to réef®d EC as an equity method investment and to gffect to certain other elements of the
Transaction. The adjustments made in preparatitheoPKS Pro Forma Consolidated Condensed StaterokRarnings are described bels

(a) Adjustments made to reflect certain interconyp@venues and expenses recognized between PK$gldnc. and PKS that had been
eliminated in the historical consolidated condenstatements of earnings. The intercompany reveang&xpenses primarily pertain to
certain construction work and coal mine managersentices performed by PKS Holdings, Inc. for PKigh&lated in the consolidated resu
This pro forma presentation requires that theseilegs statement items be reestablished to propefilgct the separate operating results of
PKS Holdings, Inc. and PKS.

(b) Adjustments made to reflect an increase irr@sieincome from the cash and cash equivalentstyaRKS Holdings, Inc. upon conversion
of 1.5 million shares of Class C Stock into ClasStbck in Scenario 1 and 3 million shares of Cfasstock into Class D Stock in Scenario 2.
The interest rate used to calculate the increaBeérest income approximates the average rateeddy the Company during the periods.

(c) Adjustments made to reflect the tax effecthaf above adjustments.
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PETER KIEWIT SONS', INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (CONTINUED)
3. BALANCE SHEET PRO FORMA ADJUSTMENTS

As described in Note 1, the historical consoliddiatince sheet of PKS has been adjusted to rerhevmatance sheet accounts of PKS
Holdings, Inc., to reflect C-TEC as an equity metimvestment and to give effect to certain othen®ints of the Transaction. The
adjustments made in preparation of the PKS Pro Bd@@onsolidated Condensed Balance Sheets are dmboetow:

(a) Adjustments made to reflect the increase ih el cash equivalents as the result of the coioveo$ 1.5 million (Scenario 1) and 3
million shares (Scenario 2) of Class C Stock inkas€ D Stock at the prior year end stock pricescamdersion ratios, adjusted for dividends
declared during the six months ended June 30, 1997.

(b) Adjustments made to reflect sale of Class xisto certain directors of Diversified Holdings.

(c) Adjustments made to reflect certain reclasatfans of account balances when PKS Holdings,dnd.C-TEC Corporation are removed
from the consolidated results of PKS and certateraompany accounts between PKS Holdings, Inc Ri8 that had been eliminated in the
consolidated results.

(d) Adjustments made to record the accrual of aegatimated expenses, including costs for the @ianaClass C shareholders, the
modification of the conversion terms of the Debeediand legal and other professional fees, induasea result of the Transaction.

(e) Adjustment to reflect the tax effect of the edadjustment.

(f) Adjustments made to record the accrual of ¢ertatimated United States Federal income taxesaeg to be incurred as a result of the
Transaction.

(9) Adjustments made to record the estimated fainer of the Warrants issued to Class C Shareholders
4. EARNINGS PER SHARE

Primary and fully diluted earnings per share of own stock have been computed using the weightedgeeumber of shares outstanding
during each period after giving effect to commarcktequivalents and other dilutive securities.
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REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors and Stockholders
Peter Kiewit Sons', Inc.

We have examined the pro forma adjustments refigdtie transactions described in the accompanyitesrand the application of those
adjustments to the historical amounts in the ac@mying pro forma condensed statements of earnihgewit Construction & Mining

Group for the year ended December 28, 1996. Therldal condensed statements of earnings are defiven the historical financial
statements of Kiewit Construction & Mining Grouphish were audited by us and included elsewhereame®eich pro forma adjustments are
based upon management's assumptions describesl actbmpanying notes. Our examination was madeciordance with standards
established by the American Institute of Certiffiblic Accountants and, accordingly, included spiddtedures as we considered necessary
in the circumstances.

In addition, we have reviewed the related pro foadpstments and the application of those adjustsrterthe historical amounts in the
accompanying pro forma condensed balance she&igwft Construction & Mining Group as of June 3®@9¥ and the pro forma condensed
statements of earnings for the six months thenarlee historical condensed financial statemergsiarived from the historical financial
statements of Kiewit Construction & Mining Grouphieh were reviewed by us and included elsewhereiheBuch pro forma adjustments
are based upon management's assumptions descritlerlaccompanying notes. Our review was madedardance with standards
established by the American Institute of Certiffablic Accountants.

The objective of this pro forma financial informatiis to show what the significant effects on tigtdnical information might have been had
the transactions occurred at an earlier date. Hewéhe pro forma condensed financial statemeetsiar necessarily indicative of the results
of operations or related effects on financial gosithat would have been attained had the aboveiomsd transactions actually occurred
earlier.

In our opinion, management's assumptions provigasonable basis for presenting the significamcéstdirectly attributable to the above-
mentioned transactions described in the accompgmaies, the related pro forma adjustments giveogpiate effect to those assumptions,
and the pro forma columns reflect the proper aptibo of those adjustments to the historical finalhstatement amounts in the pro forma
condensed statements of earnings for the year ddeleeimber 28, 1996.

A review is substantially less in scope than anitathte objective of which is the expression ofoginion on management's assumptions, the
pro forma adjustments and the application of thamjastments to historical financial information.o&edingly, we do not express such an
opinion on the pro forma adjustments or the appbtoceof such adjustments to the pro forma condehbséahce sheet as of June 30, 1997 and
the pro forma condensed statements of earningbéagix months then ended. Based on our reviewgliew nothing came to our attention
that caused us to believe that management's assmsdb not provide a reasonable basis for prasgtitie significant effects directly
attributable to the above-mentioned transactiossriteed in the accompanying notes, that the relatedorma adjustments do not give
appropriate effect to those assumptions, or theptb forma columns do not reflect the proper ajapibn of those adjustments to the
historical financial statement amounts in the mnorfa condensed balance sheets as of June 30,drt®the pro forma condensed statements
of earnings for the six months then ended.

COOPERS & LYBRAND L.L.P.

Omaha, Nebraska
August 25, 1997
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KIEWIT CONSTRUCTION & MINING GROUP

PRO FORMA CONDENSED STATEMENTS OF EARNINGS
FISCAL YEAR ENDED DECEMBER 28, 1996
AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS ETOCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

(UNAUDITE D)
FISCAL YEAR EN DED DECEMBER 28, 1996 SIX MONTHS ENDED JU NE 30, 1997
OTHER OTHER
A DJUSTMENTS PRO ADJUSTMEN TS PRO
HISTORICAL (NOTE 2) FORMA HISTORICAL FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)
ReVeNUe.......cceeeveeeees $ 2,286 $ - $ 2286 $ 1,047 $ -- $ 1,047
Cost of Revenue................. (2,064) (2,064) (942) - (942)
222 222 105 105
General and Administrative
EXPenses.......cccccuveenns 117) (64) (64)
Operating Earnings 105 41 41
Other Income (Expense):
Investment Income 21 2)(a) 19 8 2)(a) 6
Interest Expense. . 4) 4) 1) 1)
Other, net................ 58 58 35 35
75 ) 73 42 ( 2) 40
Earnings before Income Taxes.... 180 2) 178 83 ( 2) 81
(Provision) Benefit for Income
TaXeS...oiieerieeenieeins (72) 1(b) (71) (33) 1(b) (32)
Net Earnings..........cc........ $ 108 $ (1) % 107 $ 50 $ ( 1) $ 49
Primary Earnings Per Share...... $ 10.13 $ 1121 % 5.34 $ 5.92
Fully Diluted Earnings Per
Share......ccoeevveneennne $ 9.82 $ 1121 % 5.13 $ 5.92
Weighted Average Shares
Outstanding:
Primary.......cccoceeveenne 10,655,886 9,526,045 9,307,834 8,244,667
Fully Diluted................... 11,026,045 9,526,045 9,744,667 8,244,667

The accompanying notes are an integral part oktpes forma condensed financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP

PRO FORMA CONDENSED STATEMENTS OF EARNINGS
FISCAL YEAR ENDED DECEMBER 28, 1996
AND SIX MONTHS ENDED JUNE 30, 1997

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C ®CK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

(UNAUDITE D)
FISCAL YEAR EN DED DECEMBER 28, 1996 SIX MONTHS ENDED JU NE 30, 1997
OTHER OTHER
A DJUSTMENTS PRO ADJUSTMEN TS PRO
HISTORICAL (NOTE 2) FORMA HISTORICAL FORMA
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)
ReVeNUe.......cceeeveeeees $ 2,286 $ - $ 2286 $ 1,047 $ -- $ 1,047
Cost of Revenue................. (2,064) (2,064) (942) (942)
222 222 105 105
General and Administrative
Expenses.............. (117) (64) (64)
Operating Earnings 105 41 41
Other Income (Expense):
Investment Income............... 21 (5)(a) 16 8 3)(a) 5
Interest Expense. . 4) 4) 1) 1)
Other, net................ 58 58 35 35
75 (5) 70 42 ( 3) 39
Earnings before Income Taxes.... 180 5) 175 83 ( 3) 80
(Provision) Benefit for Income
TaXeS...oiieerieeenieeins (72) 2(b) (70) (33) 1(b) (32)
Net Earnings..........cc........ $ 108 $ (3 % 105 $ 50 $ ( 2) $ 48
Primary Earnings Per Share...... $ 10.13 $ 1312 % 5.34 $ 7.10
Fully Diluted Earnings Per
Share......ccoeevveneennne $ 9.82 $ 1312 $ 5.13 $ 7.10
Weighted Average Shares
Outstanding:
Primary.......cccoceeveenne 10,655,886 8,026,045 9,307,834 6,744,667
Fully Diluted................... 11,026,045 8,026,045 9,744,667 6,744,667

The accompanying notes are an integral part oktpes forma condensed financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED BALANCE SHEET
(UNAUDITED)

JUNE 30, 1997

(SCENARIO 1 ASSUMING 1.5 MILLION SHARES OF CLASS £TOCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

ASSETS
ADJUSTMENTS
HISTORICAL  (NOTE 3) PRO FORMA
(DOLLARS IN MILLIONS )
Current Assets:
Cash and cash equivalents............c...c....... $ 127 $ (60)(a) $ 67
Marketable securities..... . . 33 -- 33
Receivables, net.........cccoccvveeviiinneenne 336 -- 336
Costs and earnings in excess of billings on uncom pleted contracts... 95 - 95
Investment in construction joint ventures........ L. 113 -- 113
Deferred income taxes........ccooovvvvvccceee 69 (2)(b) 67
Other e e 34 1(c) 35
Total Current ASSetS.......ccceeeviiuveeeennne 807 (61) 746
Property, Plant and Equipment, net................. 201 -- 201
Investments 87 -- 87
Other Assets 22 -- 22
$ 1,117 $ (61) $ 1,056
LIABILITIES A ND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable...............cccceeevreennnn. 173 $ 3(d) $ 176
Accrued costs and billings in excess of revenue o
CONLraCtS.....cooiviiiiiieeeeee e 180 -- 180
Accrued insurance costs... 85 -- 85
Other.....ccooiiieee e 45 -- 45
Total Current Liabilities...................... 483 3 486
Long-term Debt, less current portion............... 16 (10)(e) 6
Other Liabilities...........cccooeveiriiieeinnnns 59 -- 59
Stockholders' Equity:
(Class C shares outstanding; historical 10,093,63 5, pro forma
9,030,468)
CoOMMON EQUILY....cceviiiiiiiiiiiiiiieeeeeeees e 572 (60)(a) 518
(2)(b)
1(c)
(3)(d)
10(e)
Foreign currency adjustment........cccccceeeeee. s (6) - (6)
Unrealized holding gain (10SS)......ccccoeeeeees ) - ©)
Total Stockholders' EQUItY.......ccocveeeeees s 559 (54) 505
$ 1,117 $ (61) $ 1,056

The accompanying notes are an integral part ofgtiforma condensed financial statements.
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KIEWIT CONSTRUCTION & MINING GROUP
PRO FORMA CONDENSED BALANCE SHEET

Current Assets:
Cash and cash equivalents...............c........
Marketable securities..... .
Receivables, net.........cccoccvveeviiinneenne
Costs and earnings in excess of billings on uncom
Investment in construction joint ventures........
Deferred income taxes.........cccccovecvvveeenne

Total Current AsSets.......ccocvvveeveeeeennn.
Property, Plant and Equipment, net.................
Investments

LIABILITIES A
Current Liabilities:
Accounts payable...........cccocviiiiiiinnnnnn.
Accrued costs and billings in excess of revenue o
CONLFACES. ..eeeviieiiiie e
Accrued insurance costs...

Total Current Liabilities......................
Long-term Debt, less current portion...............
Other Liabilities...........cccooveininieeinnns
Stockholders' Equity:
Class C shares outstanding; historical 10,093,635
7,530,468
CommonN equUItY.........ceeeveeinviiiiieieeeenen.

Foreign currency adjustment......................
Unrealized holding gain (10SS).........c.........

Total Stockholders' Equity.....................

(UNAUDITED)

JUNE 30, 1997

ASSETS

(SCENARIO 2 ASSUMING 3 MILLION SHARES OF CLASS C SCK CONVERTED INTO
CLASS D STOCK IN THE 1997 CONVERSION PERIOD)

ADJUSTMENTS

HISTORICAL (NOTE 3)

(D

$ 127

OLLARS IN MILLIONS

$ (120)(a)

95 -

(2)(b)
1(c)

ND STOCKHOLDERS' EQUITY

173 $ 3(d)
180 -
85 -
45 -
""" 183 3
16 (10)(e)
59 -
; pro forma
................... 572 (120)(a)
(2)(b)
1(c)
(3)(d)
10(e)
................... (6) -
................... (@) -
................... 559 (114)
$ 1117 s (121)
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS
1. BASIS OF REPORTING

The accompanying pro forma condensed financiatstants of Kiewit Construction & Mining Group (thEdmpany") are presented based
upon the historical financial statements and thesithereto of the Kiewit Construction & Mining Gipas adjusted to give effect to certain
elements of the Transaction. The pro forma inforomeassumes, in two separate scenarios, that llibm{iScenario 1) and 3 million
(Scenario 2) shares of Class C Stock are exchainghd 1997 Conversion Period. Such pro forma fiigrstatements should be read in
conjunction with the separate historical finansi@tements and the notes thereto of Kiewit Constmué&: Mining Group, included elsewhere
herein. Such pro forma financial statements areneoéssarily indicative of the future results oéigtions or financial position.

Completion of the Transaction has been assumed &s Iof June 30, 1997 in the pro forma condenseddmsheet and as of December 31,
1995 and December 29, 1996, in the pro forma coetbatatements of earnings for the year ended Omsre?8, 1996 and the six months
ended June 30, 1997, respectively.

The significant accounting policies followed by Wié Construction & Mining Group, described in thetes to the historical financial
statements included elsewhere herein, have beenmugeeparing the accompanying pro forma condefisadcial statements.

2. STATEMENTS OF EARNINGS PRO FORMA ADJUSTMENTS

As described in Note 1, the historical statemehtaonings for the Company have been adjustedvi® gffect to certain elements of the
Transaction. The adjustments made in preparatitheo€ompany's pro forma statements of earningdeseribed below:

(a) Adjustments made to reflect the reduction teri@st income from the use of cash and cash egumitgapaid to Peter Kiewit Sons', Inc. ug
exchange of 1.5 million shares of Class C Stoak @lass D Stock in Scenario 1 and 3 million shafeéSlass C Stock into Class D Stock in
Scenario 2. The interest rate used to calculatecithection in interest income approximates the ayerate earned by the Company during
periods.

(b) Adjustments made to reflect tax effect of thexe adjustments.

(c) No adjustment has been made for the decreanteiest expense due to the assumed conversiBtas$ C Convertible Debentures into
Class C Stock as the adjustment is not significant.

3. BALANCE SHEET PRO FORMA ADJUSTMENTS

As described in Note 1, the historical balance shethe Company has been adjusted to give eftecettain elements of the Transaction. '
adjustments made in preparation of the Compang'$éqguma condensed balance sheet are described:below

(a) Adjustments made to reflect the decrease in and cash equivalents as the result of the exehaht).5 million shares (Scenario 1) and 3
million shares (Scenario 2) of Class C Stock afpitier year end stock prices and conversion ratidgjsted for dividends declared during the
six months ended June 30, 1997.

(b) Adjustments to record the accrual of certaimested United States Federal income taxes expégted incurred as a result of the
Transaction.

(c) Adjustment to reflect the tax effect of adjustrh(d) below.
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KIEWIT CONSTRUCTION & MINING GROUP
NOTES TO PRO FORMA CONDENSED FINANCIAL STATEMENTS ( CONTINUED)

3. BALANCE SHEET PRO FORMA ADJUSTMENTS (CONTINUED)
(d) Adjustments made to record the accrual of aedatimated expenses, including costs for the GiansClass C Shareholders, the
modification of the conversion terms of the Debesediand legal and other professional fees, induasea result of the Transaction.

(e) Adjustments made to reflect conversion of ClagSonvertible Debentures to Class C Stock.
4. EARNINGS PER SHARE

Primary and fully diluted earnings per share of nwn stock have been computed using the weightedgeenumber of shares outstanding
during each period after giving effect to commarcktequivalents and other dilutive securities.
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APPENDIX A
BUSINESS OF PKS HOLDINGS

CONSTRUCTION OPERATIONS

The Construction Group's business is conductedokyating subsidiaries of KCG, which is a directoliyrowned subsidiary of PKS. Prior to
the Share Exchange, PKS will contribute all of ¢hpital stock of KCG to PKS Holdings, and KCG wai#icome a wholly owned subsidiary
PKS Holdings. Immediately following the Transacti®KS Holdings will be renamed "Peter Kiewit Soirs,."

The Construction Group and its joint ventures panfeonstruction services for a broad range of pudotid private customers primarily in the
United States and Canada. PKS Holdings contractdsaduring 1996 were distributed among the follaydonstruction markets:
transportation (including highways, bridges, aitpprailroads, and mass transit)--45%, dams aretvess--17%, commercial buildings--
16%, sewage and waste disposal--12%, power, haatng--4%, water supply--2%, and mining-- 2%.

The Construction Group primarily performs its seed as a general contractor. As a general contrdiceoConstruction Group is responsible
for the overall direction and management of corsion projects and for completion of each contra@tccordance with terms, plans, and
specifications. The Construction Group plans ameduales the projects, procures materials, hiregeveras needed, and awards subcontracts
The Construction Group generally requires perforreaamd payment bonds or other assurances of apehtiapability and financial capac
from its subcontractors.

CONTRACT TYPES. The Construction Group performgiastruction work under various types of contraictsluding fixed unit or lump-
sum price, guaranteed maximum price, and cost-naisatble contracts. Contracts are either compelijtiviel and awarded or negotiated. The
Construction Group's public contracts generallyijate for the payment of a fixed price for the wedeformed. Profit on a fixed-price
contract is realized on the difference betweerctmract price and the actual cost of constructionl, the contractor bears the risk that it may
not be able to perform all the work for the specifamount. Construction contracts generally profadgrogress payments as work is
completed, with a retainage to be paid when perdmgs is substantially complete. Construction catgriequently contain penalties or
liquidated damages for late completion and infrediygorovide bonuses for early completion.

GOVERNMENT CONTRACTS. Public contracts accounted®®% of the combined prices of contracts awardetié Construction Group
during 1996. Most of these contracts were awargegolvernment and quasi-government units under fptazk contracts after competitive
bidding. Most public contracts are subject to teration at the election of the government. In thengwf termination, the contractor is entit
to receive the contract price on completed work @ayiment of termination related costs.

BACKLOG. At the end of 1996, the Construction Grdwgnl backlog (anticipated revenue from uncompletedracts) of $2.3 billion, an
increase from $2.0 billion at the end of 1995. Gfrent backlog, $700 million is not expected tocbenpleted during 1997. In 1996 the
Construction Group was low bidder on 284 jobs wdttal contract prices of $1.8 billion, an averagiegof $6.4 million per job. There were
15 new projects with contract prices over $25 williaccounting for 45% of the successful bid volume

COMPETITION. A contractor's competitive positionbiased primarily on its prices for constructiorvgars and its reputation for quality,
timeliness, experience, and financial strength. Mlaekets served by the Construction Group are ctitiveeand require substantial resources.
The construction industry is highly competitive dadks firms with dominant market power. In 1996 GNEERING NEWS RECORD, a
construction trade publication, ranked the ConsibandGroup as the 9th largest U.S. contractor imseof 1995 revenue and 11th largest in
terms of 1995 contract awards. It ranked the Cantm Group first in the transportation market inst in the heavy construction category,
in terms of 1995 revenue. The
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U.S. Department of Commerce reports that the tathile of construction put in place in 1996 was $6#i®n. The Construction Group's U.
revenues for the same period were $2.0 billior.4%6 of the total domestic market.

JOINT VENTURES. The Construction Group frequenthyegs into joint ventures to allocate efficientkpertise and resources among the
venturers and to spread risks associated withqodati projects. In most joint ventures, if one weat is financially unable to bear its share of
expenses, the other venturers may be requiredytthpae costs. The Construction Group prefers tasithe sponsor of its joint ventures.
sponsor generally provides the project managemyifyerity of venturer-provided personnel, and actimg and other administrative support
services. The joint venture generally reimbursesstionsor for such personnel and services on diatgbbasis. The sponsor is generally
allocated a majority of the venture's profits anskkes and usually has a controlling vote in joartture decision making. In 1996 the
Construction Group derived 75% of its joint venttggenue from sponsored joint ventures and 25% fromsponsored joint ventures. The
Construction Group's share of joint venture revese@munted for 30% of its 1996 total revenue.

DEMAND. The volume and profitability of the Consttion Group's construction work depends to a sicguiit extent upon the general state
of the economies of the United States and Canaxdbthee volume of work available to contractors.ciliating demand cycles are typical of
the industry, and such cycles determine to a laxgent the degree of competition for available get§. The Construction Group's
construction operations could be adversely affebtelhbor stoppages or shortages, adverse weathditions, shortages of supplies, or
governmental action. The volume of available goweznt work is affected by budgetary and politicatgiderations. A significant decrease in
the amount of new government contracts, for whatezesons, would have a material adverse effett@iConstruction Group.

LOCATIONS. The Construction Group structures itastouction operations around 19 principal operatifiges located throughout the U.S.
and Canada, with headquarters in Omaha, Nebrabkaugh its decentralized system of managemenCtmstruction Group has been abl
quickly respond to changes in the local marketshAtend of 1996, the Construction Group had ctiesjects in 32 states and 6 provinces.
The Construction Group also participates in thestroration of geothermal power plants in the Philigs and Indonesia.

PROPERTIES. The Construction Group has 19 distffates, of which 15 are in owned facilities andifare leased. The Construction Gr
owns or leases numerous shops, equipment yardagstéacilities, warehouses, and construction rredtguarries. Since construction proje
are inherently temporary and location-specific, @mmstruction Group owns approximately 800 portafffices, shops, and transport trailers.
The Construction Group has a large equipment fieefiding approximately 3,000 trucks, pickups, @audomobiles, and 1,500 heavy
construction vehicles, such as graders, scrapacg&hbes, and cranes.

MASS. ELECTRIC CONSTRUCTION CO. On July 1, 1997¢Mit Construction Company ("KCC") increased its ewship interest in ME
Holding Inc. from 49% to 80%. ME Holding Inc. owab of the outstanding shares of Mass. Electric Sdarction Co., a national electric
contracting firm. KCC purchased certain shares feonindividual shareholder for $4.6 million. In aitwh, ME Holding Inc. paid $22.7
million in redemption of shares held by individyad$fectively contracting the net worth of the camp.

MINING AND MATERIALS OPERATIONS

Several of the Construction Group subsidiariesngrily in Arizona and Oregon, produce constructimaterials, including ready-mix
concrete, asphalt, sand and gravel. The Constru@ioup also has quarrying operations in New Mexgied Wyoming, which produce
landscaping materials and railroad
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ballast. Kiewit Mining Group, Inc., a subsidiarythin the Construction Group, provides mine manag#rservices to Kiewit Coal Properti
Inc., a subsidiary within the Diversified Group.

OAK MOUNTAIN ENERGY L.L.C. Effective February 18997, Kiewit Alabama Mining Company (a wholly ownsabsidiary of Kiewit
Mining Group Inc.) ("Kiewit Alabama") and Simba Gxo, Inc. (a subsidiary of Anker Coal Group, In€Sifnba") formed Shelby Energy
Group, L.L.C. ("Shelby"). Kiewit Alabama contribat&10 million for its interest in Shelby. Kiewit &bama and Simba hold equal interes
Shelby, which in turn holds a 94% interest in Oatuvitain Energy L.L.C. ("Oak Mountain"). Oak Moumtawns and operates an
underground coal mine near Pelham, Alabama, whicltipally serves Alabama Power Company.

EMPLOYEES

As of December 31, 1996, the Construction Groupleyegl approximately 11,700 employees.
PROPERTIES

The Construction Group considers its propertidset@dequate for its present and foreseeable reggiirs.
LEGAL PROCEEDINGS OF THE CONSTRUCTION GROUP

The Construction Group is party to many pendinglggoceedings. It is not believed that any resgltiabilities for legal proceedings,
beyond amounts reserved, will materially affectfihancial condition, future results of operationsfuture cash flows of the Construction
Group.
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APPENDIX B
BUSINESS OF DIVERSIFIED HOLDINGS

The Diversified Group engages in the informatiorviees, telecommunications, coal mining and endmgginesses, through ownership of
operating subsidiaries, joint venture investments @avnership of substantial positions in public pamies. The Diversified Group's
information business is conducted through PKSISindther businesses are conducted through sabigisliof KDG.

COAL MINING

KDG is engaged in coal mining through its subsigi®&CP. KCP has a 50% interest in three mines, whie operated by KCP. Decker Coal
Company ("Decker") is a joint venture with West&timerals, Inc., a subsidiary of The RTZ CorporatRIrC. Black Butte Coal Company
("Black Butte") is a joint venture with Bitter Cle€oal Company, a subsidiary of Union Pacific Reses Group Inc. Walnut Creek Mining
Company ("Walnut Creek") is a general partnership whillips Coal Company, a subsidiary of Phillipetroleum Company. The Decker
Mine is located in southeastern Montana, the BBugtte Mine is in southwestern Wyoming, and the Waldreek Mine is in east-central
Texas.

PRODUCTION AND DISTRIBUTION. The coal mines use thaface mining method. During surface mining opens, topsoil is removed
and stored for later use in land reclamation. Aféenoval of topsoil, overburden in varying thickses is stripped from above coal seams.
Stripping operations are usually conducted by meaferge, earth-moving machines called draglinedyy fleets of trucks, scrapers and
power shovels. The exposed coal is fractured bstibig and is loaded into haul trucks or onto ovetlaonveyors for transportation to
processing and loading facilities. Coal delivergddil from Decker originates on the Burlington wern Railroad. Coal delivered by rail
from Black Butte originates on the Union PacifidlRead. Coal is also hauled by trucks from BlacktBuo the nearby Jim Bridger Power
Plant. Coal is delivered by trucks from Walnut Gréethe adjacent facilities of the Texas-New Mexitower Company.

CUSTOMERS. The coal is sold primarily to electrtdities, which burn coal in order to produce ste@mngenerate electricity. Approximately
92% of sales are made under long-term contractsttenremainder are made on the spot market. Appearly 80%, 80%, and 71% of
KCP's revenues in 1996, 1995, and 1994, respegtimelre derived from long-term contracts with Conmwealth Edison Company (with
Decker and Black Butte) and The Detroit Edison Canyp(with Decker). The primary customer of Walnue€k is the Texas-New Mexico
Power Company.

CONTRACTS. Customers enter into long-term contrémtsoal primarily to secure a reliable sourcesofply at a predictable price. KCP's
major long-term contracts have remaining termsiranffom 1 to 31 years. A majority of KCP's loterm contracts provide for periodic pri
adjustments. The price is typically adjusted thiotlie use of various indices for items such as nadde supplies, and labor. Other portion:
the price are adjusted for changes in productigegaroyalties, and changes in cost due to newsl&gin or regulation, and in most cases,
such cost items are directly passed through tauistomer as incurred. In most cases the prices@sajusted based on the heating content of
the coal.

Decker has a sales contract with Detroit Edison @amyg which provides for the delivery of a minimufm@ million tons of low sulphur coal
during the period 1997 through 2005, with annugbrslents ranging from 5.2 million tons in 1997 t@ illion tons in 2005.

KCP and its mining ventures have entered into wargreements with Commonwealth Edison Companynfi@onwealth") which stipulate
delivery and payment terms for the sale of coak @greements as amended provide for delivery oiidi@n tons during the period 1997
through 2014, with annual shipments ranging froénillion tons to 13.1 million tons. These delivegiinclude 20 million tons of coal
reserves previously sold to Commonwealth. Since818% amended contract between Commonwealth saak Butte provides that
Commonwealth's delivery commitments will be sagidfinot with coal produced from the Black Butte epibut with coal purchased from
three unaffiliated mines in the Powder River BadilWyoming. The contract amendment allows Blackt8t purchase alternate source coal
at a price below its production costs, and to plassost savings through to Commonwealth while ta@img the profit margins available
under the original contrac



The contract between Walnut Creek and Texas-Newidddxower Company provides for delivery of betwd&rand 90 million tons of coal
during the period 1989 through 2027. The actuad fmovided will depend on the number of power uoitsstructed and operated by TNP.
The maximum amount KCP is expecting to ship in ang year is between 1.6 and 3.2 million tons.

KCP also has other sales commitments, includingahwuith Sierra Pacific, Idaho Power, Solvay Mingr&lacific Power & Light, Minnesota
Power, and Mississippi Power, that provide fordie&very of approximately 18 million tons througB(s.

COAL PRODUCTION. Coal production began at the DecBéack Butte, and Walnut Creek mines in 1972,9,%hd 1989, respectively.
KCP's share of coal mined in 1996 at the DeckeaaclBButte, and Walnut Creek mines was 5.5, 0.9,1a@ahillion tons, respectively.

REVENUE. KCP's total revenue in 1996 was $234 onilliRevenue attributable to the Decker, Black Buattel Walnut Creek entities was
$113 million, $101 million, and $18 million, resfizely.

Under a 1992 mine management agreement, KCP pa@gastruction Group subsidiary an annual fee equadD#6 of KCP's adjusted
operating income. The fee in 1996 was $37 million.

BACKLOG. At the end of 1996, the backlog of coab® sold under KCP's long-term contracts was apmately $1.6 billion, based on
December 1996 market prices. Of this amount, $2ll&mis expected to be sold in 1997.

RESERVES. At the end of 1996, KCP's share of assigoal reserves at Decker, Black Butte, and Walneek was 118, 40, and 32 million
tons, respectively. Of these amounts, KCP's sHatteeccommitted reserves of Decker, Black Buttel Walnut Creek was 51.9, 3.6, and 23.8
million tons, respectively. Assigned reserves repn¢ coal which can be mined using KCP's currentrgipractices. Committed reserves
(excluding alternate source coal) represent KCRsimmum contractual amounts. These coal reservenatgs represent total proved and
probable reserves.

LEASES. The coal reserves and deposits of the naireebeld pursuant to leases with the federal gowent through the Bureau of Land
Management, with two state governments (Montanavdypdming), and with numerous private parties.

COMPETITION. The coal industry is highly compet&iwCP competes not only with other domestic amei¢m coal suppliers, some of
whom are larger and have greater capital resotineesKCP, but also with alternative methods of getieg electricity and alternative energy
sources. In 1995, KCP's production represented b##tal U.S. coal production. Demand for KCP'slde affected by economic, political
and regulatory factors. For example, recent "ckadhlaws may stimulate demand for low sulphur c#&P's western coal reserves generally
have a low sulphur content (less than 1%) and ametly useful principally as fuel for coal-firetieam-electric generating units.

KCP's sales of its western coal, like sales byrotfesstern coal producers, typically provide forigety to customers at the mine. A signific
portion of the customer's delivered cost of coaltisbutable to transportation costs. Most of¢bal sold from KCP's western mines is
currently shipped by rail to utilities outside Man and Wyoming. The Decker and Black Butte mimesach served by a single railroad.
Many of their western coal competitors are servetim railroads and such competitors' customeenadfenefit from lower transportation
costs because of competition between railroadsdal hauling business. Other western coal produparsicularly those in the Powder River
Basin of Wyoming, have lower stripping ratios (J.Bhe amount of overburden that must be removguiaportion to the amount of minable
coal) than the Black Butte and Decker mines, ofesulting in lower comparative costs of productids.a result, KCP's production costs per
ton of coal at the Black Butte and Decker mineslma@as much as four and five times greater thadymt@dn costs of certain competitors.
KCP's production cost disadvantage has contribatétd agreement to amend its long-term contratht @ommonwealth Edison Company to
provide for delivery of coal from alternate sournmes rather than
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from Black Butte. Because of these cost disadvastagCP does not expect that it will be able t@eitto long-term coal purchase contracts
for Black Butte and Decker production as the curtemg-term contracts expire. In addition, thesstabsadvantages may adversely affect
KCP's ability to compete for spot sales in the feitu

ENVIRONMENTAL REGULATION. PKS is required to complyith various federal, state and local laws andil@ipns concerning
protection of the environment. KCP's share of leddamation expenses in 1996 was $5 million. KGR&are of accrued estimated reclame
costs was $99 million at the end of 1996. PKS dug®xpect to make significant capital expenditdogenvironmental compliance in 1997.
PKS believes its compliance with environmental @ctibn and land restoration laws will not affestébmpetitive position since its
competitors in the mining industry are similarlyeated by such laws.

CALENERGY COMPANY, INC.

CalEnergy develops, owns, and operates electrieppvoduction facilities, particularly those usiggothermal resources, in the United
States, the Philippines, and Indonesia. In Decerh®®26, CalEnergy and KDG acquired Northern Eleqilis an English electric utility
company. CalEnergy is a Delaware corporation formel®71 and has its headquarters in Omaha, Nedbr&HkEnergy common stock is
traded on the New York, Pacific, and London StogkHanges. In 1996, CalEnergy had revenue of $51®mand net income of $92
million. At the end of 1996, CalEnergy had totadets of $5.7 billion, debt of $3.0 billion, anddtbolders' equity of $881 million.

KIEWIT'S SHARE. At the end of 1996, KDG owned apfrately 30% of the common stock of CalEnergy. Urgkmerally accepted
accounting principles, an investor owning betwe@¥2nd 50% of a company's equity, generally usesduity method. Under the equity
method, KDG reports its proportionate share of @aly's earnings, even though it has received videtids from CalEnergy. KDG keeps
track of the carrying value of its CalEnergy invasht. "Carrying value" is the purchase price ofithestment, plus the investor's
proportionate share of the investee's earnings tlessamortized portion of goodwill, less any dernds paid. KDG purchased most of its
CalEnergy shares at a premium over the book vdl@aliEnergy's underlying net assets. This premitlihbe amortized over a period of 20
years. The current carrying value of KDG's CalEgedigares is $292 million. KDG owns 19.2 million Eakrgy common shares, which ha
market value of $644 million, based on the 1996yl price of $33.50 per share on the New YorklStexchange.

During 1996, KDG converted $66 million of CalEnemgbentures into 3.6 million CalEnergy shares amdtmsed 4.8 million shares for $53
million (by exercising 1.5 million options at $9rhare and 3.3 million options at $12 per sha¢®)G retains one million options to
purchase CalEnergy stock at $11.625 per shareeTdpns expire in 2001.

ACQUISITIONS. In the last two years, CalEnergy hzade three significant acquisitions, in additiorthe recent $1.3 billion acquisition of
Northern Electric plc (described below). In Janub®95, CalEnergy acquired Magma Power Company (v, a publicly traded Unite
States independent power producer, for approxinm&@58 million. The Magma acquisition, combinedh@alEnergy's previously existing
assets, made CalEnergy the largest independerftegawl power producer in the world today (base€aliEnergy's estimate of electric
generating capacity in operation and under contstmic In April 1996, CalEnergy completed the buyt-for approximately $70 million of its
partner's interests in four electric generatingn{gan Southern California. In August 1996, Calyeaicquired Falcon Seaboard Resources,
Inc. for approximately $226 million, thereby acduidr significant ownership in three natural gasdirdectric cogeneration facilities located in
New York, Texas and Pennsylvania and a relatedrgasmission pipeline

POWER GENERATION PROJECTS. Power generation féesliare measured in terms of megawatts (MW) oélesttric generating
capacity. Most of CalEnergy's facilities are co-edrand CalEnergy's fractional

B-3



ownership interest can be expressed in terms of MYelEnergy has projects in three stages: opemdti@nd managed by CalEnergy), under
construction (and financed), and developmentaln(ekecuted and awarded power sales contracts)n€af owns (i) 1,309 MW in 20
operating facilities with 3,201 MW of capacity,)(814 MW in 5 projects under construction, with 3@%V of capacity and (iii) 573 MW in 6
development stage projects, with 1,260 MW of caga#iDG has a separate ownership interest in sdntteednternational projects. KDG
owns (i) 87 MW in the projects in operation, (iB4MW in the projects under construction and 468 MW in the Indonesian development
stage projects.

OPERATIONS--U.S. GEOTHERMAL PLANTS. Most of CalEggts operating revenues come from geothermal ppleats in Southern
California, three in the Coso area and eight inithygerial VValley. CalEnergy has ownership interest46%, 48%, and 50% in the three Coso
plants. Following the 1996 acquisition of the remiag 50% interests in four Imperial Valley projetas $70 million, CalEnergy is now the

full owner of the eight Imperial Valley projectsp€rations of the Salton Sea Unit IV in the Impe¥ialley began in 1996, following
completion of construction.

These twelve geothermal plants have certain comfeatnres. CalEnergy is the operator of each pkanth plant has a long-term contract to
supply electric power to Southern California Edi€&mpany ("Edison"). The agreements provide fohlwatpacity payments and energy
payments for a term of between 20 and 30 yearsnBtine first ten years, energy payments are basetpre-set schedule. Thereafter, while
the basis for the capacity payment remains the sdmaeequired energy payment is Edison's thereatipublished "avoided cost of energy"
as determined by the California Public Utility Comsion. The initial ten-year periods expire begmgnin 1996 for the first plant and in 2000
for the last plant. CalEnergy cannot predict tkelii level of Edison's avoided cost of energy giaethe expiration of the fixegFice periods
but it is currently substantially below the currenergy prices under CalEnergy's contracts. Fo619@ time period-weighted average of
Edison's avoided cost of energy was 2.5 cents\Mr, lcompared to CalEnergy's comparable sellingegioc energy of 11.3 cents per kWh.
Thus, the revenue generated by each of CalEndamytities is likely to decline significantly aftéhe expiration of the fixed-price period.

CalEnergy also owns and operates two geothermahtipg plants, one each in Utah and Nevada.

OPERATIONS--U.S. GAS-FIRED PLANTS. In August 1996élEnergy completed the acquisition of Falcon SeabBa&sources, Inc.,
including its ownership interest in three operatjag-fired cogeneration plants located in New Ydixas and Pennsylvania and a related
natural gas pipeline, also located in New York,darash purchase price of $226 million. The thegeoeration facilities total 520 MW in
capacity and sell power under long-term power pasehagreements. CalEnergy also owns and oper&@&MaV gas-fired cogeneration
facility in Yuma, Arizona.

OPERATIONS--PHILIPPINES GEOTHERMAL.

UPPER MAHIAO. Construction of the Upper Mahiao ajwas completed in June 1996. The project operabmpany is receiving full
capacity payments under the "take or pay" provisioithe contract pending completion by the natipoaver company of a full transmission
line. The plant is presently delivering up to 40 Mker interim transmission lines.

In 1994, construction began on the Upper Mahiageletoa 119 gross MW geothermal project on theiftiile island of Leyte. The project
was built by and is owned and operated by CE Ceduti@rmal Power Company, Inc. ("CE Cebu"), a Ppitip corporation owned by
CalEnergy. The project will sell 100% of its capggan a "take-or-pay" basis to PNOC-Energy DeveleptiCorporation ("PNOC"), which
will in turn sell the power to the National Poweororation of the Philippines ("NPC"), for distriimn to the island of Cebu, located 40 m
west of Leyte. NPC is the government-owned androtiatl corporation that is the primary supplieretdctricity in the Philippines. The
project was started by Magma, prior to its acquisiby CalEnergy. KDG has no separate ownershgrést in this project and the
Construction Group was not involved in construction
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The total project cost was $218 million. A consariiof international banks provided approximatelg&million in project-financed
construction loans, supported by political riskurance from the Export-Import Bank of the Unitedt8$ ("Ex-Im Bank"). The construction
loan is expected to be converted to a term loamptly after NPC completes the full capacity transsion line, which is expected to occur in
1997. The largest portion of the term loan forghaject will also be provided by Bxa Bank. CalEnergy's equity contribution to thejpob is
$56 million. Subject to the pledge of the projemtnpany's stock to the lenders, CalEnergy has aedhfag political risk insurance of its equ
investment through Overseas Private Investmentdation ("OPIC"). The financing is collateralizeg all the assets of the project.

Under the terms of an energy conversion agreentteat'ECA"), executed in September 1993, CE Cebliomih and operate the project for
ten years, after which the facility will be transtel to PNOC at no cost. The project is locatethad provided by PNOC at no cost. CE Cebu
will take geothermal steam and fluid, also provitlgd®NOC at no cost, and convert its thermal enargyelectrical energy to be sold to
PNOC on a "take-or-pay" basis. Specifically, PNOK e obligated to pay for the electric capaciyen if PNOC is unable to accept
delivery of the electricity. PNOC will pay to CE Rea capacity fee (which, at the plant's desigracity, is approximately 95% of total
contract revenues) and an energy fee based otettieiaty actually delivered to PNOC (approximat& of total contract revenues). The
capacity fee serves to recover the capital costiseoproject, to recover fixed operating costs, #ncbver return on investment. The energy
fee is designed to cover all variable operating maghtenance costs of the power plant. Paymentsrihd ECA will be denominated in U.S.
dollars, or computed in U.S. dollars and paid idippine pesos at the then-current exchange rate for the energy fee, which will be
used to pay Philippine peso-denominated expenggsfi§ant portions of the fees will be indexedUWdS. and Philippine inflation rates.
PNOC's obligations are supported by the Philipgiomeernment through a performance undertaking.

MALITBOG. In 1994, CalEnergy started constructidrttte Malitbog Project, a 216 net MW geothermaljpcbconsisting of three 72 net
MW units, located on the island of Leyte. The pebje being built, and will be owned and operatgd/isayas Geothermal Power Company
("VGPC"), which is wholly owned by CalEnergy. Uhibf the Malitbog facility was "deemed complete" BINOC in July 1996, meaning that
construction of the first 72 net MW unit was contptéon time but the required transmission line na@tscompleted and provided to VGPC.
During deemed completion, PNOC is required to pawg in fact has been paying, capacity fees undettétke or pay" provisions of the
contract. VGPC is selling 100% of its capacity abstantially the same basis as described abowbdddpper Mahiao Project to PNOC,
which will in turn sell the power to NPC. This peof was started by Magma, prior to its acquisiigrCalEnergy. KDG has no separate
ownership interest in this project and the CongimncGroup has not participated in construction.

The Malitbog Project has a total project cost giragimately $280 million, including interest duriegnstruction and project contingency
costs. A consortium of international banks and ORé€e provided a total of $210 million of constrantand term loan facilities, the $135
million international bank portion of which is sugped by political risk insurance from OPIC. CalExgs equity contribution to VGPC was
$70 million. CalEnergy's equity participation isveoed by political risk insurance from OPIC.

Units Il and Il of the Malitbog Project are beingnstructed by Sumitomo Corporation, of Japan,yamntsto a fixed-price, date-certain,
turnkey supply and construction contract. Comméngparation of Units Il and 11l are scheduled torcoence in July 1997. The Malitbog
ECA is similar to the Upper Mahiao ECA describedwh All facilities (Units I, Il, and I11) will beransferred to PNOC ten years after
commercial operations begin on Unit IIl.

OPERATIONS--ENGLAND.
See discussion under heading "International Endxigythern Electric Acquisition" below.
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CONSTRUCTION--PHILIPPINES AND INDONESIA.
See discussion of the Mahanagdong, Casecnan, ang Piojects under the heading "International Eyfelnglow.

GEOTHERMAL POWER PRODUCTION PROCESS. Until 1996nast all of CalEnergy's projects were geothermajgats. The following

is a summary of the geothermal power productiorcgss. First, the developer locates suitable gewtileresources, drills test wells, secures
permits, negotiates long-term power contracts waittelectric utility, and arranges financing. Segdhd project is constructed. Third, the
facility is operated and maintained. Project rexeanfiom the sale of electricity are applied to atiag costs, rent or royalties, and principal
and interest payments on debt incurred for acguisdand construction costs. Geothermal resourdésbdel for commercial extraction require
an underground water reservoir heated to high teatyes. Production wells are drilled to releagehtbated fluid under high pressure. Wells
are usually located within one or two miles of guaver plant. From well heads, fluid flows throughegdines to a series of separators where it
is separated into water, brine, and steam. Thensieaassed through a turbine which drives a gémeta generate electricity. Once the steam
has passed through the turbine, it is then coateldcandensed back into water which is reinjectedutph wells back into the geothermal
reservoir. Under proper conditions, the geothemmoaler is a renewable energy source, with minimassions compared to fossil fuel power
plants. The utilization of geothermal power is preéd by certain governments in order to minimieeimport (E.G., the Philippines), or
maximize the export (E.G., Indonesia) of hydrocahdseothermal power facilities presently enjoyefeditax benefits and favorable utility
regulatory treatment in the United States.

INTERNATIONAL ENERGY

KDG is an investor with CalEnergy in power projeictshe Philippines and Indonesia and in an electtility company in England. In each
case, KDG has a direct equity interest and alsefiisrindirectly as a 30% stockholder in CalEnergy.

KDG and CalEnergy have a joint venture agreemegarding international energy projects. If both K CalEnergy agree to participati
a project, they will share equally development s@std equity required for financing the project. @project by project basis, CalEnergy will
be the development manager, managing partner apbject operator. The agreement expires in 2001.

MAHANAGDONG. In 1994 construction began on the Mahgdong Project, a 165 gross MW geothermal prajeche Philippine island of
Leyte. The project will be built, owned and opedalty CE Luzon Geothermal Power Company, Inc. ("C&dn"), a Philippine corporation

that during construction is owned 50% by CalEneaggt 50% by KDG. After construction, another indiasttompany has an option to buy
to a 10% financial interest in CE Luzon. The projstl sell 100% of its capacity on a "take-pay" basis to PNOC, which will in turn sell t
power to NPC, for distribution to the island of tey

The total project cost is $320 million, includimgerest during construction, project contingencste@and a debt service reserve fund. The
capital structure consists of a project financingstruction and term loan of $240 million providgdOPIC, Exkm Bank, and a consortium
international banks, and approximately $80 milliorequity contributions. KDG and CalEnergy must makjuity contributions of $40 millic
each. KDG and CalEnergy have arranged for politislinsurance on their equity investments thro@gHC. Political risk insurance from
Ex-Im Bank has been obtained for the commerciadées The financing is collateralized by all of Hesets of the project. The project is
being constructed by the Construction Group unicedfprice, date-certain, turnkey supply and cartdion contracts. Construction was
completed during the first half of 1997.
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The terms of an energy conversion agreement (tB&\"Eare substantially similar to those of the Uppahiao ECA, described above. The
ECA provides for an approximately three-year cargion period and a ten-year operations periodhétend of the operations period, the
facility will be transferred to PNOC at no costl Af PNOC's obligations under the Mahanagdong E@?Asapported by the Philippine
government through a performance undertaking. Bipacity fees are expected to be approximately 9f7@dta revenues at the design
capacity levels and the energy fees are expected &pproximately 3% of total revenues.

CASECNAN. In November 1995, CE Casecnan Water aretdy Company, Inc., a Philippine corporation ("C&secnan") started
construction on a combined irrigation and 150 gid¥g hydroelectric power generation project (the $€enan Project”) located in the cen
part of the Philippine island of Luzon. The projedfl include diversion structures in the Casecaad Denip Rivers that will divert water ir

a 14 mile long tunnel. The tunnel will transfer thater from the Casecnan and Denip Rivers intdPdrtabangan Reservoir for irrigation and
hydroelectric use in the Central Luzon area. Anangtbund powerhouse at the end of the water tumitidhouse a power plant with 150 MW
capacity. A two mile long tailrace tunnel will dedir water from the water tunnel and the new powesbdo the Pantabangan Reservoir.

The project is being developed under a projectaagemt between CE Casecnan and the National lwig&tdministration ("NIA").

CalEnergy and KDG have minimum and maximum ownersiterests in CE Casecnan of 35% to 50% each.dther Stockholders, who

have no financial commitments and will not part&tgin construction or operations, may receiver@stis of as much as 15% each, depending
on projected returns from the project.

The total project cost is $495 million, funded nbs issued by CE Casecnan of $371 million andeqgontributions of $62 million each
from KDG and CalEnergy. KDG also holds $20 millieinthe project bonds. Under the project agreem@BtCasecnan developed, financed,
and is constructing the project over an originaklyimated four-year construction period, and adireafter own and operate the project for a
20-year operations period. During the operatingogeiNIA is obligated to accept all deliveries oater and energy, and NIA will pay the CE
Casecnan a guaranteed fee for the delivery of veaigra guaranteed fee for the delivery of eletyricegardless of the amount of water or
electricity actually delivered. In addition, NIA lpay a fee for all electricity delivered in exsesf a threshold amount. NIA will sell the
electric energy it purchases to NPC. All fees tgaigl by NIA to CE Casecnan are payable in U.Sadnl The guaranteed fees for the
delivery of water and energy are expected to pmweidproximately 70% of CE Casecnan's revenuesie®end of the 20-year period, the
project will be transferred to NIA and NPC for nddéional consideration on an "as is" basis. Thiéiffline government has provided a
performance undertaking under which NIA's obligas@nder the project agreement are guaranteecetfulttfaith and credit of the
Philippine government.

The Casecnan Project is being constructed on tigoih several basis by Hanbo Corporation and H&mgineering & Construction Co. Ltd.
("HECC") (together "Contractor"), both of which éBeuth Korean corporations and are under commoreshiip. The Contractor's
obligations under the construction contract areguaed by Hanbo Iron & Steel Company, Ltd. ("HaSieel"), a large South Korean steel
company. In addition, the Contractor's obligatians secured by an unconditional, irrevocable, staetter of credit issued by Korea First
Bank ("KFB") in the approximate amount of $118 ioifl. In January 1997, Hanbo Corporation, HECC andlit Steel each filed to seek
bankruptcy protection in Korea. KFB's credit rathmgs been downgraded because of the substantil iiblaas made to Hanbo Steel.

On May 7, 1997, Casecnan announced that it hadrteted the Hanbo Contract and had entered intavaemgjineer, procure and construct
contract to complete the construction of the priofie "Replacement Contract"). The work underRieplacement Contract will be conduc
by a consortium of contractors and subcontractasiding Siemens A.G., Sulzer Hydro Ltd., Black &atch and
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Colenco Power Engineering Ltd., and will be heaog€ooperativa Muratori Cementista CMC di Ravenma@ lanpressa Pizzarotti & C. Spa.
The Hanbo Contract was terminated because of eeédefault under that contract including the fiiett the Contractors had filed for court
receivership protection in South Korea. In conrmettvith the contract termination, Casecnan madeSandillion draw request under the letter
of credit issued by KFB to pay for certain trarmiticosts and other damages under the Hanbo CorKi@Btfailed to honor the draw request
and Casecnan filed suit in New York State CourtBK&nded, pursuant to a court order, the $79 mmiliito an interest bearing account at an
independent financial institution in the Unitedt8ta This matter is still unresolved. If KFB shotddl to honor its obligations under the letter
of credit, such action may have a material adveffeet on the Casecnan project. However, basedfomaation available, KDG does not
currently believe its investment is impaired.

DIENG. In December 1994, Himpurnia California Enetdd. ("HCE") executed a joint operation contrébie "JOC") for the development
the geothermal steam field and geothermal powdlitfes at the Dieng geothermal field, located ianfral Java (the "Dieng Project") with
Pertamina, the Indonesian national oil company,ex&tuted a "take-or-pay" energy sales contraet"@$C") with both Pertamina and PLN,
the Indonesian national electric utility. HCE amdiadonesian partner formed a joint venture to tlvéhe Dieng Project. CalEnergy, KDG,
and the Indonesian partner have 47%, 47%, and &%eBts, respectively, in the Dieng Project.

Pursuant to the JOC and ESC, Pertamina has grani4@E the geothermal field and wells and otheilifaes presently located thereon and
the HCE will build, own, and operate the productionts. HCE will accept the field operation resgbiligy for developing and supplying the
geothermal steam and fluids required to operatpldnats. The JOC is structured as a build-own-feEaregreement and will expire (subject to
extension by mutual agreement) on the date whitteisater of (i) 42 years following effectivenefdhe JOC and (ii) 30 years following the
start of commercial generation of the final unitgaeted. Upon the expiration of the JOC, all faieii will be transferred to Pertamina at no
cost. HCE is required to pay Pertamina a produaltmwance equal to 3% of HCE's net operating inedram the Dieng Project, plus a
further amount based upon the negotiated valugisfieg Pertamina geothermal production facilitiieat are expected to be made available
by Pertamina.

Pursuant to the ESC, PLN agreed to purchase antbpail of the project's capacity and energy otitpua "take-or-pay" basis regardless of
PLN's ability to accept such energy made avail&ble the Dieng Project for a term equal to thathef JOC. The price paid for electricity
includes a base energy price for electricity ttentd deliver or are "capable of delivering,” whioteis greater. Energy price payments are
also subject to adjustment for inflation. PLN velso pay a capacity payment based on plant capaditguch payments are payable in U.S.
dollars.

Construction by the Construction Group and CalEpefcan initial 55 MW unit began in 1996 and conijge is scheduled for late 1997. The
total project cost of Dieng Unit | is $160 milliomcluding equity contributed by KDG and CalEnerfy$20 million each. Construction loan
financing of $120 million was closed in October 89986 million from Credit Suisse and $34 millioy &én entity owned equally by KDG a
CalEnergy. Of the latter amount, KDG and CalEndtggished $5 million each in 1996 and expect taish additional funds in 1997. The
Dieng field has been explored domestically for ®@@ryears and CalEnergy has been active in thefareaore than five years. Pertamina
drilled a total of 27 wells to date. CalEnergy hasignificant amount of data, which it believedéoreliable as to the production capacity of
the field. However, a number of significant stapsth financial and operational, must be completefie the Dieng Project can proceed
further. These steps, none of which can be assumadde completing the drilling of wells and thenstructing of the plant for Dieng Unit |
and obtaining required regulatory permits and aygsy completing the well testing, entering intoaastruction agreement and other project
contracts, and arranging financing for the othétsuat Dieng. Up to three additional units at Diemg planned, for which KDG has incurred
$16 million in development costs. It is anticipathdt most of the capital needed to construct gatdaie the Dieng projects and the
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development stage projects described below witialed by project-financed debt, I.E., the loanslvé repaid from revenues generated by
the output of the plants.

DEVELOPMENT STAGE PROJECTS

PATUHA. CalEnergy and KDG are co-developing a geatial power plant at the Patuha geothermal fielthia, Indonesia. They intend to
proceed on a modular basis similar to the Diengeletowith an aggregate capacity of up to 400 M\e Total cost is estimated to be $1
billion. The Patuha Project remains subject to miner of significant uncertainties, as describedvahin connection with the Dieng Project,
and there can be no assurance that the Patuh&tRxiljgoroceed or reach commercial operation.

BALI. CalEnergy and KDG are co-developing geothdrreaources on the island of Bali, Indonesia. Timégnd to proceed on a modular
basis similar to the Dieng Project, with an aggtegapacity of up to 400 MW. The total cost of Bai project is estimated to be $1 billion.
CalEnergy presently intends to begin well testind exploration in early 1997 and expects to commexnstruction of the first unit in 1998.
CalEnergy presently intends to develop the Baljétoand other possible projects in Indonesia uaisgucture similar to that contemplated
for the Dieng Project. The Bali Project remainsjeabto a number of significant uncertainties, asalibed above for the Dieng Project, and
there can be no assurance that the Bali Projecpwmiteed or reach commercial operation. KDG hesadly incurred $17 million in
development costs for the Patuha and Bali projects.

NORTHERN ELECTRIC ACQUISITION. In the fall of 199€alEnergy and KDG took the first steps toward exidag their internatione
power businesses beyond the power generation lesstheugh a tender offer for Northern Electric ipycCE Electric UK plc, which is 70%
owned by CalEnergy and 30% owned by KDG. In DecambBE Electric acquired majority ownership of Nath Electric. The total amount
expected to be paid for all Northern Electric'srebas approximately $1.32 billion. CE Electric egfs to acquire all the shares by the end of
March 1997. As of March 1997, CalEnergy and KDGehmade equity contributions to CE Electric of $#dilion and $176 million,
respectively. The remaining funds necessary to ¢et@phe acquisition will be provided under a tdoan and revolving credit facility.

Northern Electric is one of the twelve regionalotfieity companies created by the privatizatiorihef electricity industry in the Unite
Kingdom in 1990. Since the regional electric conipanvere privatized, all but one has been acquiyecbmpanies, primarily from the
United States, attracted both by the regional Béist business and the strategic opportunity tdipigpate in a deregulated electricity market
in advance of the coming deregulation of the eletgrdistribution markets in the United States avarldwide. Northern Electric is primarily
engaged in the distribution and supply of eledfyiai its authorized franchise area in northeasjl&mnd. The area covers 5,560 square miles
with a population of 3.2 million people. The hedfice is at Newcastle upon Tyne. For its fiscaliyeaded March 1996, Northern Electric
had net assets of $432 million (L276 million) armmkmating revenue of $1.4 billion (L902 million).

As noted above, CalEnergy and KDG expect to learnhmthrough Northern Electric about deregulatedgrawarkets. Northern Electric
provides expertise in supply, distribution, and keting in such markets. These capabilities may idpCalEnergy and KDG with an early
competitive advantage in preparing for electricigregulation in the United States and foreign ntarkehe acquisition further diversifies
CalEnergy and KDG's energy businesses in termacatibn, type, risks, and earnings streams.

C-TEC CORPORATION

C-TEC is a diversified international telecommunigas and high technology company with interesteoaal telephone, long-distance
telephone, cable television, and engineering anthzenications services. C-TEC is a Pennsylvaniaaratjpn and has its headquarters in
Princeton, New Jersey. C-TEC common stock is tragethe Nasdag National Market and the Class BkS&gquoted on Nasdag and traded
over the counter. In 1996 C-TEC had revenue of $8#lfon, EBITDA (earnings before, interest,

B-9



taxes, depreciation and amortization) of $134 onilliand net income of $8 million. At year-end 1986TEC had total assets of $917 million,
long-term debt of $205 million, and common stockleos' equity of $377 million. The five operatingidions of C-TEC and their 1996
revenues are: C-TEC Cable Systems ($160 millioojn@onwealth Telephone Company ($139 million), Comwealth Long Distance ($35
million), Commonwealth Communications ($29 millipand RCN Telecom Services ($4 million).

KIEWIT'S SHARE. In 1993 KDG purchased a controllingerest in C-TEC. Through a subsidiary, KDG ow2%6 of the outstanding shares
of C-TEC common stock and 66% of the C-TEC Clag®®Bmon stock. Holders of common stock are entitbeaine vote per share; holders
of Class B stock are entitled to 15 votes per shélp&s thus owns 48% of the outstanding sharesisbentitled to 62% of the available votes.
Since KDG has voting control, KDG must consolidat& EC within its financial statements. On KDG'sdyade sheet, each asset and liability
of C-TEC is added to the similar items for the KDG. The 52% of C-TEC that it does not ownudsacted as a single item ("minority
interest") on KDG's balance sheet. KDG keeps tod¢ke carrying value of its C-TEC investment. "yarg value" is the purchase price of
shares plus the investor's proportionate shareeoiivestee's earnings less the amortized porfignadwill less any dividends paid. KDG's
investment in C-TEC has a carrying value of $35Bioni. The 1996 year-end public market value of KBG3.3 million shares of C-TEC (at
$23 5/8 per share of common and Class B stock)$8&S million.

C-TEC CABLE SYSTEMS. C-TEC Cable Systems is a cédllevision operator with cable television systdatated in New York, New
Jersey, Michigan, and Pennsylvania. The companys@md operates cable television systems servin@@3&ustomers and is the majority
owner and manager of cable television systems avitadditional 40,000 customers, ranking it amogidip 25 multiple system operators in
the United States. The company must periodicalbk senewal of franchise agreements from local gowent authorities. To date, all of
Cable Systems' franchises have been renewed ordedegenerally at or prior to their stated expireg and on acceptable terms. Compet
for the Cable Systems' services traditionally kase from providers of broadcast television, videwtals, and direct broadcast satellite
received on home dishes. Future competition is eegefrom telephone companies.

COMMONWEALTH TELEPHONE COMPANY. Commonwealth Telepte Company is a Pennsylvania public utility pravidlocal
telephone service to a 19 county, 5,067 squaresaitéce territory in Pennsylvania. The telephoompany services 240,000 main access
lines, an increase of 5.7% over 1995. The comp&swy@ovides network access, long distance, afiddpiind collection services to
interexchange carriers. The telephone companylsdmsscustomer base is diverse in size as welidastry, with very little concentration.
The ten largest business customers combined actmumily 2.3% of revenue, with the largest singlistomer accounting for only about
0.5%. The telephone company sought and was gratdéus as a rural telephone company with respebgtprovisions of the
Telecommunications Act of 1996. This status wifbad limited protection to the company's primarilyral customer base from a rapid
transition to local exchange competition. In Jagu97, the Pennsylvania Public Telephone Commisapproved the company's "Petition
for Alternative Regulation and Network ModernizatiBlan," which will allow the company to move fraraditional rate of return regulation
to a price cap formula in return for a commitmenbétwork modernization.

COMMONWEALTH LONG DISTANCE. Commonwealth Long Distee operates principally in Pennsylvania. The caomgzegan

operations in 1990 by servicing the local servieaaf the Commonwealth Telephone Company. In H@P1993, sales offices were opened
in other areas of Pennsylvania. During 1996, thapamy continued statewide certification and isifted now in 47 states. The company
provides switched services, is a reseller of sévgpas of services, and employs the networks wéis# long distance providers on a
wholesale basis.

COMMONWEALTH COMMUNICATIONS. Commonwealth Communitiens Inc. provides telecommunications engineesnd facilities
management services to large corporate clientqitats and universities throughout the Northeastémited States and sells, installs and
maintains PBX systems in Pennsylvania
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and New Jersey. Commonwealth Communications al®dqes cable and data network engineering and @rojanagement of network
construction. This group is being combined with @oonwealth Telephone Company and will focus on thst&n Pennsylvania market.

RCN TELECOM SERVICES. RCN Telecom Services provideal and long distance telephone service, videgnamming and internet
access to households located in New York City aost&. RCN currently has 417 signed building aceggssements which represent 82,733
households located in high density housing suatoasps, condominiums and apartment complexes iBtston and New York markets.
RCN has 36,545 video programming customers, 2 8i@ptione customers and 58 Internet customers $e tiweo markets. RCN also has
4,474 video programming customers at the Universitpelaware.

RCN's New York system operates two cable prograrmgrd@livery systems: one that is fiber-based andtloaieuses a microwave network
acquired from Liberty Cable in New York in Marchd® The fiber-based customers are served by fasildf MFS. Telephone service in
New York is provisioned on the fit-based network and through the resale of the NYNEXvork.

RCN's Boston system operates primarily on a fitegell network obtained from MFS and provides bdépbone and cable programming
over this network. In December, RCN signed an agesd forming a joint venture with Boston Edison end/hich the joint venture will use
and expand upon Boston Edison's 200 mile fibercaptiwork to reach a market of approximately 650,0@stomers throughout the Greater
Boston area. The joint venture will offer bundletetommunications services.

RCN New York and the RCN Joint Venture with BosEdison were granted Open Video Systems certifindtiom the Federal
Communications Commission ("FCC") in February 198fis certification allows RCN to deliver video giees in New York City and
Boston based on the Telecommunications Act of 1B8@r to this certification, RCN offered video gees using MFS' network. RCN's
telephone service is regulated by the States of Metk and Massachusetts and the FCC. In New Yo€d\Rs certified to provide
competitive local exchange services and to resefj distance services. In Massachusetts, RCN istezgd to offer local exchange carrier
services and to resell long distance. RCN alsah#zority from the FCC to offer international seevi

RCN is a competitor to the incumbent telephonecaiile television companies, primarily NYNEX, Timeawder Cable and Cablevision
Systems.

C-TEC INTERNATIONAL. In January 1995, C-TEC purckdsa 40% equity position in Megacable, S.A. de OMéxico's second largest
cable television operator, currently serving 178,80bscribers in 12 cities.

REGULATION. The Federal Telecommunications Act 886 (the "1996 Act") established a framework foredgilation of the
communications industry. The 1996 Act should stailgrowth and competition in virtually every compat of the communications
industry. The FCC and state regulators must wotkhmispecific implementation process. Companiegparmitted to combine historically
separate lines of business into one, and provideowed services in markets of their own choiceaddition, there will be relief from the
earnings restrictions and price controls that lgoxgerned the local telephone business for manysyesad were imposed on the cable industry
in 1992 by the Federal Cable Television Consumeteetion and Competition Act of 1992 (the "1992"AcThe rate regulation provisions of
the 1992 Act have not had a materially adverseceffe C-TEC's financial condition and results oéions. With the passage of the 1996
Act, all cable systems rates are deregulated astafé competition enters the franchise area, dvlagch 31, 1999, whichever comes sooner.
C-TEC anticipates that certain provisions of th&2.8.ct that do not relate to rate regulation, saslthe provisions relating to retransmission
consent and customer service standards, will refliioes operating margins.

C-TEC RESTRUCTURING. C-TEC has received a favorgoieate letter ruling from the IRS on the tax-fireggure of its plan to split TEC
into three public companies. On July 9, 1997, C-Tik with the
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Commission a Form 10 registration statement foh@ddCN Corporation, Inc. and Cable Michigan, l1Applications have been filed to
allow the trading of the common stock of each comypan NASDAQ. If these external approvals are nesgiand various internal
restructuring steps are taken, C-TEC presently@sgbat the restructuring will be completed anblipurading of the stock of the three
companies will occur on or about October 1, 1997when-issued" trading market may develop priothiat time.

In connection with the distributions, C-TEC willage its name to "Commonwealth Telephone Enterprise.” and will own the following
businesses: Commonwealth Telephone Company (thelogal exchange carrier business); Commonweattini@unications (the
communications engineering business); the Pennsigha@mpetitive local exchange carrier businesd;lang distance operations in certain
areas of Pennsylvania. RCN Corporation, Inc. ("RIOM!l own the following businesses: its competititelecommunications services
operations in New York City and Boston; its cal@ievision operations in New York, New Jersey andriBglvania; its 40% interest in
Megacable S.A. de C.V., Mexico's second largestecaperator; and its long distance operations (dthen the operations in certain areas of
Pennsylvania). Cable Michigan, Inc. will own ancemgte cable television systems in the State of Mahand will own a 62% interest in
Mercom, Inc., a publicly held Michigan cable tekdon operator. A KDG subsidiary, Kiewit Telecom Hiolgs Inc., formerly named RCN
Corporation, will own approximately 48.5% of therwmon stock of each of the three companies.

The board of directors of C-TEC concluded thatdis¢ributions are in the best interests of the shalders because the distributions will,
among other things, (i) permit C-TEC to raise ficiag to fund the development of the RCN businesmore advantageous economic terms
than the other alternatives available, (ii) faatiét possible future acquisitions and joint ventnvestments by RCN and Cable Michigan and
possible future offerings by RCN,

(iii) allow the management of each company to foatliention and financial resources on its respediivsiness and permit each company to
offer employees incentives that are more diredtiydd to the performance of its respective busin@gsfacilitate the ability of each compa
to grow in both size and profitability, and (v) pet investors and the financial markets to bettetarstand and evaluate C-TEC's various
businesses.

PKS INFORMATION SERVICES, INC.

PKS Information Services, Inc. ("PKSIS"), is a fsdirvice information technology company which pded computer operations outsourcing
and systems integration services in the U.S. anohab PKSIS offers custom-tailored computer outsiogrservices. PKSIS' technology
expertise encompasses all computing environmeorts fnainframes to client/server platforms. PKSI® @ovides network and systems
integration and network management services faouarcomputers platforms. In addition, PKSIS depsJamplements and supports
applications software. PKSIS' strategy is to foonsssisting its customers in migrating from closechputing and networking environments
to TCP/IP network platforms accessed using Web beosv

PKSIS provides its outsourcing services to cli¢héd desire to focus their resources on core beset rather than expending capital and
incurring overhead costs to operate their own camgienvironment. PKSIS believes that it is abletitize its expertise and experience, as
well as operating efficiencies, to provide its muiing customers with levels of service equalrtbetter than those achievable by the
customer itself, while at the same time reducirggdhstomer's cost for such services. This sersipaiiticularly useful for those customers
moving from older computing platforms to more mad@&CP/IP-based client/server networks.

PKSIS' systems integration services help custoahefine, develop and implement cost-effective infation services. In addition, through its
Systems Integration Group, PKSIS develops, implemand supports application software and assist®rers in converting source code to
modern computing platforms, particularly TCP/IPglea networking.
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PKSIS, through its Suite 2000-SM- line of serviga®yvides customers with a mufihased service for converting programs and apicac
that date-related information is accurately proedsend stored before and after the year 2000. Ghrthe process of converting a customer's
legacy software for year 2000 compliance, PKSI&bie to provide further insight and advice to fertetream-line and improve the
customer's information systems.

PKSIS has established a software engineering figeitithe National Technology Park in Limerick,l¢éned, to undertake large scale
development projects, system conversions, and @slaicturing and software re-engineering. PKSISdigo established relationships with
domestic and international partners to provide aatlvities.

PKSIS' subsidiary, LexiBridge Corporation of Shelt€onnecticut, provides customers with a combamatif workbench tools and
methodology which provide a complete strategy fanverting mainframe-based application systemsiémtserver architecture, while
ensuring year 2000 compliance. In 1996, 91% of FK&venue was from external customers and theinderawas from affiliates.

SR91 TOLLROAD

KDG has invested $12 million for a 65% interes€Cialifornia Private Transportation Company, L.P.ethdeveloped, financed, and currently
operates the 91 Express Lanes, a ten mile, foerttairoad in Orange County, California. The fullytomated highway uses an electronic toll
collection system and variable pricing to adjufistto demand. Capital costs at completion wered$18lion, $110 million of which was
funded with limited recourse debt. Revenue coliécteer the 35-year franchise period is used foratpey expenses, debt repayment, and
profit distributions. The tollroad opened in Decemnth995 and achieved operating break-even in 1096r 80,000 customers have registered
to use the tollroad and weekday volumes exceedR6;8hicles per weekday.

UNITED INFRASTRUCTURE COMPANY

UIC is an equal partnership between Kiewit Infrasture Corp., a wholly owned subsidiary of KDG, @wethtel Infrastructure Enterprises,
Inc. UIC was formed in 1993 to develop North Amaridnfrastructure projects. During 1996, UIC betafocus primarily on water
infrastructure projects, principally through U.Sa&fr, a partnership formed with United Utilities®la U.K. company. U.S. Water has
acquired the concession to operate facilities atiNBrunswick, New Jersey, and is actively pursisimgilar concessions nationwide. KDG
has invested $8 million through UIC in U.S. Wat€éRG has also invested $3 million through UIC ingart Group International Inc. to
develop airport privatization projects.

KIEWIT MUTUAL FUND

Kiewit Mutual Fund, a registered investment compamgs formed in 1994. Initially formed to managekternal investments, shares in
Kiewit Mutual Fund are now available for purchagettire general public. The Fund's investors curyenttiude individuals and unrelated
companies, as well as Kiewit-affiliated joint vergs, pension plans, and subsidiaries. Kiewit MuEwaid has six series: Money Market
Portfolio, Government Money Market Portfolio, Shddgrm Government Portfolio, Intermediate-Term Bdétattfolio, Tax-Exempt Portfolio,
and the Equity Portfolio. In February 1997, the éfadopted a master-feeder structure. Each of théokas invests in a corresponding series
of the Kiewit Investment Trust, which now manades tinderlying securities holdings. The structuré alfiow smaller mutual funds and
institutional investors to pool their assets witleit Investment Trust, providing lower expenseamfor all participants. The registered
investment adviser of Kiewit Investment Trust i®Wit Investment Management Corp., a subsidiary DK60%) and the Construction
Group (40%). At the end of 1996, Kiewit Mutual Fumald net assets of $883 million.
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OTHER

In February 1997, KDG purchased an office buildméurora, Colorado for $21 million. By investing ieal estate, KDG defers taxes on a
portion of the $40 million of taxable gain otherevieecognizable with respect to the Whitney Bendifitgation settlement in 1995. KDG may
make additional real estate investments in 1991 witiew toward deferring the balance of that téxaiain. KDG has also made investments
in several development-stage companies, but dadesxpect earnings from these companies in 1997.

GENERAL INFORMATION

ENVIRONMENTAL PROTECTION. Compliance with federakate, and local provisions regulating the discharfgmaterials into the
environment, or otherwise relating to the protatiid the environment, has not and is not expeadthte a material effect upon the capital
expenditures, earnings, or competitive positioRKE and its subsidiaries.

EMPLOYEES. As of December 31, 1996, the Diversifi@up employed approximately 370 employees.
PROPERTIES

Properties relating to KDG coal mining segmentdescribed as part of the general business desgripfithe coal mining business. The
properties of the energy generation and distrilbusiegment are described as part of the generaidsssdescription of the CalEnergy and
International Energy projects. The properties eftddlecommunications segment include those of C:FEGmmonwealth Telephone
Company (switching centers, cables and wires camtethe telephone company to its customers, aherdelephone instruments and
equipment), C-TEC Cable Systems (head-end, disimiband subscriber equipment), and various officé storage buildings. PKS considers
its properties to be adequate for the present ardéeable requirements of Diversified Holdings.

LEGAL PROCEEDINGS

GENERAL. PKS and its subsidiaries are parties toynzending legal proceedings. Management belichatsainy resulting liabilities for leg
proceedings, beyond amounts reserved, will not madlieaffect the financial condition, future resubf operations, or future cash flows of
Diversified Holdings.

ENVIRONMENTAL PROCEEDINGS. In a large number of peedings, PKS, its subsidiaries, or their prederesse among numerous
defendants who may be "potentially responsibleiggirtiable for the cleanup of hazardous substadegessited in landfills or other sites.
Management believes that any resulting liabilif@senvironmental legal proceedings, beyond amorggsrved, will not materially affect the
financial condition, future results of operationsfuture cash flows of Diversified Holdings.
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APPENDIX C
[Date of Proxy Statement/Joint Prospectus]

The Board of Directors
Peter Kiewit Sons', Inc.
100 Kiewit Plaza
Omaha, NE 68131

Dear Gentlemen:

We have acted as financial advisor to Peter Ki8wits', Inc. ("PKS") in connection with the propogéath of reorganization (the
"Reorganization") under which: (i) the Board of &itors of PKS will require, subject to the satisifat of certain conditions, all holders of its
Class C Construction & Mining Group Restricted Rerdable Convertible Exchangeable Common Stock, alaev$.0625 per share("Class C
Stock"), to exchange (the "Share Exchange") suahestfor shares of Common Stock, par value $.0%hpeme (the "Exchanged Shares"), of
PKS Holdings, Inc., a newly formed, direct, whadiyned subsidiary of PKS which will indirectly hoddl of the assets and liabilities of the
construction business of PKS; and (ii) prior to 8feare Exchange, PKS will declare a dividend ofieignths of one warrant (the "Warrants")
to purchase one share of Class D Diversified G@aopvertible Exchangeable Common Stock, par val0é2k per share ("Class D Stock"),
of PKS with respect to each then- outstanding sba@lass C Stock. The eight-tenths of one Wamahiattach to the Exchanges Share
which will be exchanged for such share of ClasgdeISin the Share Exchange. In that connection,haue requested us to provide you our
opinion, from a financial point of view, as to tfarness of the Reorganization to the stockholdéRKS, including both the Class C
Stockholders and the Class D Stockholders. Thedqd@iration is described in detail in the proxyesta¢nt/joint prospectus which will be s

to Class C Stockholders and Class D Stockholdersrimection with the Reorganization (the "Proxyt&teent").

In arriving at our opinion, we have:

(i) reviewed the financial terms of the Reorganimats described in the Proxy Statement and theusagreements relating to the
Reorganization referred to in the Proxy Statement;

(i) analyzed certain historical business and faiahinformation relating to Kiewit Construction @rp ("KCG") and Kiewit Diversified
Group ("KDG"), including that contained in the PyoRtatement;

(iii) conducted discussions with members of managrgf PKS, KCG and KDG with respect to the histakiand current businesses and the
future prospects of KCG and KDG, the anticipatddas$ of the Reorganization on the capital strietucash flows and operations of KCG
and KDG

(iv) reviewed public information as filed with tf8ecurities and Exchange Commission relating to S5 and KDG, including audited
financial statements;

(v) analyzed the PKS Consent Statement and Praspdated November 5, 1991; and

(vi) considered prevailing economic and market dors and conducted such other financial studies)yses and investigations as we
deemed appropriate.

In connection with our review, we have assumedrafidd upon, without assuming responsibility fodépendent verification, the accuracy
and completeness of all information reviewed bys.have also assumed, based upon the informatiwhvad been provided to us and
without assuming responsibility for independentfieation thereof, that no material undisclosedontingent liability existed with respect to
PKS, KCG, or KDG.

In addition, we have not made an independent etiafuar appraisal of the assets of KCG or KDG, nave we been furnished with any such
appraisals. Further, our opinion is based on ecinamarket and other conditions existing on thesdstthis opinion



Gleacher NatWest does not make a market in anyeo$écurities of PKS. This opinion does not represar opinion as to the value of the
securities of KCG or KDG following the consummatiofithe Reorganization, or as to the prices of Wisiach securities may trade, when
issued in connection with the Reorganization arst other time.

We have assumed that the Reorganization will hlagd¢ax consequences as described in the Proxyn&tate
Certain Gleacher NatWest professionals own an gggeeof 30,000 shares of Class D Stock.
We are acting as financial advisor to PKS and reiteive a fee for our services.

Based upon and subject to the foregoing, it isoimion that as of the date hereof, the Reorgainizas fair to both Class C Stockholders and
Class D Stockholders from a financial point of viéur conclusions are based solely on informatiailable to us on the date of this letter.

Very truly yours,

GLEACHER NATWEST INC.
By:

James Goodwin Managing Director
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APPENDIX D
FORM OF
SECOND RESTATED CERTIFICATE OF INCORPORATION
OF
PETER KIEWIT SONS', INC.

Pursuant to Section 245
of the Delaware General Corporation Law

Peter Kiewit Sons', Inc., a corporation organized existing under the laws of the State of Delav{re "Corporation"), hereby certifies as
follows:

1. The name of the Corporation is Peter Kiewit Sdns. which is the name under which the Corporatvas originally incorporated.

2. The original Certificate of Incorporation of t@®rporation was filed in the office of the Secrgtaf State of the State of Delaware on July
1, 1941 and the Restated Certificate of Incorponatif the Corporation was filed in such office @amdary 5, 1992.

3. This Second Restated Certificate of Incorporatighich was duly adopted pursuant to Sectionsa2w2245 of the Delaware General
Corporation Law, restates and integrates and fugthrends the provisions of the Restated Certifiohtacorporation of the Corporation.

4. The text of the Restated Certificate of Incogpimn as heretofore amended or supplemented ibyeestated and further amended to read
in its entirety as follows:

SECOND RESTATED CERTIFICATE OF INCORPORATION
OF
DIVERSIFIED HOLDINGS, INC.

ARTICLE |
NAME

The name of the Corporation (the "Corporation"Ogazersified Holdings, Inc.

ARTICLE Il
REGISTERED OFFICE AND REGISTERED AGENT

The address of the registered office of the Coitpmran the State of Delaware is 1209 Orange Siretite City of Wilmington, County of
New Castle. The name of its registered agent dt address is The Corporation Trust Comp

ARTICLE Il
PURPOSES

The nature of the business or purposes to be ctetloc promoted by the Corporation is to engageninlawful act or activity for which
corporations may be organized under the GenergldZation Law of the State of Delaware (the "DGCI



ARTICLE IV
STOCK

(A) Authorized Capital Stock.

The total number of shares of capital stock whith@orporation shall have the authority to issugli3,000,000 shares, consisting of
500,000,000 shares of common stock, par value0share (the "Common Stock"), and 10,000,000eshafrpreferred stock, par value $
per share ("Preferred Stock").

Upon the filing of this Second Restated Certifiocafténcorporation with the office of the Secretafithe State of Delaware (the "Effective
Time"), each share of the Corporation's Class DeBified Group Convertible Exchangeable Common|Stpar value of $.0625 per share,
that is issued and outstanding, reserved for ismuanheld in the Corporation's treasury at thed&ive Time, shall be automatically
redesignated and reclassified, without any actiothe part of the respective holders thereof, asi@on Stock.

(B) Common Stock.

(i) Dividends. After dividends have been declared set aside on any Preferred Stock having a pe¢erover the Common Stock with
respect to the payment of such dividends, the heldeCommon Stock shall be entitled to receiveemhnd as declared, out of assets and
funds legally available therefor, cash or non-adisidends payable as and when the Board of Dirsdtoits sole business judgment so
declares. Any such dividend shall be payable ratatbéll record holders of Common Stock as of #eord date fixed by the Board of
Directors in accordance with the By-laws of the @2wation for the payment thereof.

(i) Liquidation Rights. In the event of any volany or involuntary liquidation, dissolution or wiimgy up of the Corporation ("Liquidation"),
the holders of Common Stock then outstanding $leaéntitled to be paid ratably out of the assetsfands of the Corporation available for
distribution to its stockholders, after and subjecthe payment in full of all amounts required#®distributed to the holders of any Preferred
Stock upon Liquidation, an amount equal to thearsh(including any declared but unpaid dividendshenCommon Stock, subject to
proportionate adjustment in the event of any sttieldend, stock split, stock distribution or comdiiion with respect to such shares) of such
assets and funds.

(iii) Voting.

(a) Except as required by law, or as otherwiseigem’herein or in any amendment hereof, the entiting power of the Corporation shall be
vested in the holders of Common Stock voting toge#ts a single class.

(b) Each holder of Common Stock entitled to votallsit every meeting of the stockholders of thepgdoation be entitled to one vote for each
share of Common Stock registered in his or her namiie record of stockholders.

(C) Preferred Stock.

The Preferred Stock may be issued from time to tisiberein provided in one or more series. Thegdasions, relative rights, preferences
and limitations of the Preferred Stock, and paléidy of the shares of each series thereof, mathdaextent permitted by law, be similar to or
differ from those of any other series. The Boardwéctors is hereby expressly granted authoriipjexct to the provisions of this Article 1V,
to fix, from time to time before issuance therdéb& number of shares in each series and all daggsarelative rights, preferences and
limitations of the shares in each such seriesudinly, but without limiting the generality of therégoing, the following:

(i) the designation of the series and the numbshafes to constitute each series;
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(i) the dividend rate on the shares of each seciasditions on which and times at which divideads payable, whether dividends shall be
cumulative, and the preference or relation (if amith respect to such dividends (including prefeesnover dividends on the Common Stock
or any other class or classes);

(iii) whether the series will be redeemable (atap&on of the Corporation or the holders of suishres or both, or upon the happening of a
specified event) and, if so, the redemption praoed the conditions and times upon which redemptiag take place and whether for cash,
property or rights, including securities of the @anation or another corporation;

(iv) the terms and amount of any sinking, retiretr@rpurchase fund;

(v) the conversion or exchange rights (at the optibthe Corporation or the holders of such shardmth, or upon the happening of a
specified event), if any, including the conversarexchange price and other terms of conversi@xohange;

(vi) the voting rights, if any (other than any vagirights that the Preferred Stock may have asteemaf law);

(vii) any restrictions on the issue or reissueade ®f additional Preferred Stock; (viii) the righdf the holders upon voluntary or involuntary
liquidation, dissolution or winding up of the affaiof the Corporation (including preferences ober Common Stock or any other class or
classes or series of stock); and

(ix) such other special rights and privileges,nf afor the benefit of the holders of PreferredcRt@as shall not be inconsistent with provisions
of this Second Restated Certificate of Incorporatio

All shares of Preferred Stock of the same seria#i bk identical in all respects, except that shafeany one series issued at different times
may differ as to dates, if any, from which dividertiereon may accumulate. All shares of Prefertedkof all series shall be of equal rank
and shall be identical in all respects except @ngtseries may differ from any other series wilpeet to any one or more of the designations,
relative rights, preferences and limitations désatior referred to in subparagraphs (i) to

(ix) inclusive above.

ARTICLE V
DIRECTORS

(A) The Board of Directors shall consist of no fewan six persons and no more than fifteen persomsuch number shall be fixed by, or
in the manner provided in, the By-laws of the Cogpion.

(B) Upon the Effective Time, the Board of Directsisall be divided into three classes to be desigghas Class I, Class Il and Class Ill. The
Board of Directors, by resolution, shall desigrthie class in which each of the directors then fitefshall serve upon such classification.
terms of office of the classes of directors sogieatied by the Board of Directors shall expire attttnes of the annual meetings of the
stockholders as follows: Class | on the first ahmoeeting of stockholders following the Effectivenie, Class Il on the second annual
meeting following the Effective Time and Classdt the third annual meeting following the Effectiliene, or thereafter in each case when
their respective successors are elected and euehl#it each subsequent annual election, the diectwsen to succeed those whose terms ar
expiring shall be identified as being of the sahas<as the directors whom they succeed, andlshallected for a term expiring at the tim

the third succeeding annual meeting of stockholderthereafter in each case when their respesticeessors are elected and qualified. The
number of directorships shall be apportioned anmbeglasses so as to maintain the classes as egady in number as possible.

(C) A director may be removed from office only frause and only by vote of at least a majority efdbtstanding stock entitled to vote in an
election of directors.
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(D) Any vacancy on the Board of Directors, howesesulting, may be filled by a majority of the ditexs then in office, even if less than a
qguorum, or by a sole remaining director. Any dicectlected to fill a vacancy shall hold office foterm that shall coincide with the term of
the class to which such director shall have beectedi.

ARTICLE VI
DUTY OF THE CORPORATION TO REPURCHASE COMMON STOCK

(A) Subject to the limitations set forth below hig Article VI, and only until such time as the Gmon Stock has become Publicly Traded,
holders of Common Stock may at any time on or godhe fifteenth day of any calendar month oftes¢ll part or all of their shares of
Common Stock to the Corporation by delivering tedificate or certificates for such stock with atten notice offering such stock to the
Corporation. Any such offer shall be accepted leyGorporation, and payment shall be made for stoadk svithin 60 days after receipt of
such certificates and such written notice by thgarmation, without interest.

(B) Suspension of Repurchase Duties.

If the Board of Directors determines that the Fdantalue at the end of the fiscal year during wisaleh determination is made is likely tc
less than (i) the Formula Value at the end of ttier fliscal year less (ii) the aggregate amoundividends declared on the Common Stock
since the end of the prior fiscal year, the Boaay suspend the Corporation's duty to repurchaseslod Common Stock in accordance with
this Article VI. Any such suspension shall not extdor a period longer than 365 days from the dathe Board's declaration of suspension.
During any such suspension period, the Corporath@tl not repurchase any shares of Common Stodeted for repurchase pursuant to
subparagraph (A) of this Article VI.

(C) Limitations on Cash Repurchase Duties.

(i) For purposes of this paragraph (C), the "10%<$hold" means a number of shares of Common Stpadd ¢0 10% of the aggregate
number of such shares outstanding as of the etitkdiscal year ending immediately prior to theedat determination.

(i) If, after taking into account the number ofasbs of Common Stock tendered for repurchase b@¢igoration during the first 15 days of
any calendar month (the "Tendered Shares"), theeggte number of shares of such stock that haue teedered for repurchase during the
fiscal year during which such month falls equalexeeeds the 10% Threshold, the Board of Direatag declare that cash payments for the
repurchase of Common Stock are not in the begstsite of the Corporation. The Board of Directoralisinake any such declaration prior to
the last day of the relevant calendar month antl granptly provide to the holders of Tendered ®sawith respect to such calendar month a
notice specifying:

(a) the percentage (the "Specified PercentageheoTendered Shares that will be purchased for galsith may, in the discretion of the
Board of Directors, be a percentage calculatedhid the aggregate number of shares purchasedgir during the relevant fiscal year to the
10% Threshold or a greater percentage); and

(b) the terms (including interest rate and prepaymights, if any) of promissory notes maturingadate to be determined by the board of
Directors, but not later than ten years after thie dipon which the holder of such note tendered #melered Shares, which will be issued by
the Corporation in payment for any Tendered Shéwasare not purchased for cash and the tendehiohwis not withdrawn pursuant to
subparagraph (iii) below.

(iii) Upon receipt of the notice required by sukammaph (ii), each holder of Tendered Shares may tavithdraw such holder's tender of a
number of shares of Common Stock not exceedinguhgber
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of shares in excess of the number determined byiptyithg the Specified Percentage by the numbeshafres tendered by such holder. Notice
of any such election shall be provided to the Cmafion not later than ten days after the date wploich such holder receives the notice
provided by the Corporation pursuant to subpardyg(apabove.

(iv) After the date of any declaration by the Boafirectors pursuant to subparagraph (ii), thepBoation shall continue to be obligated to
purchase shares of Common Stock subsequently hétmrrepurchase during the relevant fiscal ylear payment for any such shares shall
be made in the form of a promissory note maturingalate to be determined by the Board of Directmrsnot later than ten years after the
date upon which such shares are tendered. The tdramy such notes shall be determined by the BoBRirectors at the time at which any
of the Common Stock is tendered; provided, howethat, the Corporation shall provide notice to amydering stockholder of the terms of
such note not later than ten days after the datenafer, and such stockholder shall be entitlesitiodraw the tender of any or all of such
shares by providing written notice of such withdahto the Corporation not later than ten days dfterdate upon which such holder receives
the notice of such terms from the Corporation.

(D) Common Stock Per Share Price.

Subject to the limitations set forth in this ArécVI1, the Corporation shall purchase any shareari@on Stock pursuant to this Article VI for
a price equal to the Common Stock Per Share Price.

(E) Definitions for purposes of Article VI.
(i) "Common Stock Per Share Price" with respectrtp share of Class D Stock, means the amount dietedrby dividing:

(@) the sum of (i) the Formula Value PLUS (ii) thartion of the face amount of any outstanding Catilsle Debentures convertible into
Common Stock, determined as of the fiscal yeariemdediately preceding the date of determinatior (frior year end"); by

(b) the sum of (i) the total number of issued antstanding shares of Common Stock, PLUS (ii) thal toumber of shares reserved for the
conversion of outstanding Convertible Debenturewedible into Common Stock, in each case deterchaseof the prior year end; and

deducting from the quotient (rounded to the ne&@%5) the amount of any dividends per share de¢lan Common Stock subsequent tc
prior year end.

(i) "Convertible Debenture" means any debenturetber instrument evidencing indebtedness of thep@ation convertible at any time into
shares of Common Stock.

(iii) "Formula Value" means:

(a) if such Formula Value is being determined athefend of the fiscal year ending December [ §713he total stockholders' equity of the
Corporation and its consolidated Subsidiaries,rd@teed by independent certified public accountamisonformity with generally accepted
accounting principles applied on a consistent basigf [the Exchange Date], 1997 after giving éffeche exchange on that date of the st
of the Corporation's then outstanding Class C Goosbn & Mining Group Restricted Redeemable Cotitakr Exchangeable Common
Stock, par value $.0625 per share, for sharesmafioan stock of PKS Holdings, Inc.; or

(b) if such Formula Value is being determined athefend of any fiscal year ending after Decemierl997, the total stockholders' equity as
shown on the consolidated balance sheet containgekiConsolidated Financial Statements of the @aton and consolidated Subsidiaries,
prepared in conformity with generally accepted aatimg principles applied on a consistent basigterCorporation and its consolidated
Subsidiaries as of the fiscal year end immedigted¢geding the date of determination (the "priomyaal") and audited and certified by an
independent firm of certified public accountantested and engaged by the Board of Directors; MINUS
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(c) the sum of (x) such total stockholders' eqattyibutable to any issued and outstanding Prade®teck, plus (y) the amount of any accrt
accumulated and undeclared dividends thereonsaf the date of determination.

(iv) "Publicly Traded" means as to the Common Stdlclt (x) the stock has been listed on a UnitedeStnational or regional stock exchat
(y) the stock is quoted on the Nasdaq National Mok the Nasdaq SmallCap Market or

(z) the Board of Directors determines that thelstuas otherwise become publicly traded. In makinthsa determination, the Board may
consider the frequency and means of trading irstbek.

(v) "Subsidiary" means a corporation, partnershiptber entity with respect to which the Corporatimlds, directly or indirectly, at least a
majority of the issued and outstanding capitallstmrcother equity interests, measured in termetaf dollar value if such entity has
outstanding more than one class of capital stoakter equity interests.

ARTICLE VII
STOCKHOLDERS' VOTE

Any action required or permitted to be taken at angual or special meeting of stockholders mayakert only upon the vote of the
stockholders at an annual or special meeting doficed and called, as provided in the By-laws ef @orporation, and may not be taken by a
written consent of the stockholders.

ARTICLE VI
INDEMNIFICATION

The Corporation shall indemnify each person whar iwas a director, officer or employee of the Cogpion (including the heirs, executors,
administrators or estate of such person) or isas serving at the request of the Corporation aseatdr, officer or employee of another
corporation, partnership, joint venture, trust threw enterprise, to the fullest extent permittedarSubsections 145(a), (b), and (c) of the
DGCL or any successor statute.

The indemnification provided by this Article VIlhall not be deemed exclusive of any other rightsticch any of those seeking
indemnification or advancement of expenses maynkidezl under any by-law, agreement, vote of stobtltérs or disinterested directors or
otherwise, both as to action in his official capaeind as to action in another capacity while hajdsuch office, and shall continue as to a
person who has ceased to be a director, officep)@ree or agent and shall inure to the benefiheftieirs, executors and administrators of
such a person.

ARTICLE IX
LIMITATION OF LIABILITY

A director of this Corporation shall not be perdgnkable to the Corporation or its stockholdees fnonetary damages for breach of fiduciary
duty as a director, except for liability (i) forybreach of the director's duty of loyalty to ther@oration or its stockholders, (ii) for acts or
omissions not in good faith or which involve intental misconduct or a knowing violation of law,Yiunder Section 174 of the DGCL, or (
for any transaction from which the director deriadimproper personal benefit. If the DGCL is anezhdfter approval by the stockholder
this Article 1X to authorize corporate action fugtheliminating or limiting the personal liabilityf directors, then the liability of a director of
the Corporation shall be eliminated or limitedhe fullest extent permitted by the DGCL as so arednd
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Any repeal or modification of the foregoing parggrdy the stockholders of the Corporation shallathtersely affect any right or protection
of a director of the Corporation existing at thradiof such repeal or modification.

ARTICLE X
SPECIAL MEETINGS

Special meetings of the stockholders of the Cotpmrdor any purpose or purposes may be calleshatiane by the Board of Directors, the
President, the Chief Executive Officer or the Cimain of the Board of Directors. Special meetingthefstockholders of the Corporation may
not be called by any other person or persons.

ARTICLE XI
RATIFICATION BY STOCKHOLDERS

Any contract, transaction or act of the Corporatof the directors, which shall be ratified bynajority of a quorum of the stockholders t
entitled to vote at any annual meeting or at amcisp meeting called for such purpose, shall, sa$gpermitted by law and by this Certificate
of Incorporation, be as valid and as binding asitioratified by every stockholder entitled to vatesuch meeting.

ARTICLE Xl
AMENDMENTS OF CERTIFICATE

The Corporation reserves the right to amend, atteange or repeal any provision contained in teiso8d Restated Certificate of
Incorporation or in any amendment hereto by thienafitive vote of a majority of the outstanding #t@mntitled to vote thereon; provided,
however, that the provisions of this Second Regdt@tertificate of Incorporation requiring for actibg the stockholders a vote of at least
sixty-six and two-thirds percent (66 2/3%) shalt he amended except by such vote; and providebddurthat (A) the formulae for
determining Formula Value or Common Stock Per SRaiee shall not be amended except by the affineatote of at least eighty percent
(80%) of the outstanding stock entitled to votadloa and (B) this Article Xl shall not be amendeatept by the affirmative vote of at least
sixty-six and two-thirds percent (66 2/3%) of thestanding stock entitled to vote thereon.

ARTICLE XIII
CREDITORS

Whenever a compromise or arrangement is proposedbe this Corporation and its creditors or ang<laef them and/or between this
Corporation and its stockholders or any class eifthany court of equitable jurisdiction within tB&ate of Delaware may, on the application
in a summary way of this Corporation or of any @ador stockholder thereof on the application of @aeceiver or receivers appointed for
Corporation under the provisions of section 29Tité 8 of the DGCL or on the application of trus¢en dissolution or of any receiver or
receivers appointed for the Corporation under tlowipions of Section 279 of Title 8 of the DGCLder a meeting of the creditors or class of
creditors, and/or of the stockholders or clasgafldholders of the Corporation, as the case mayodee summoned in such manner as the
court directs. If a majority in number representihgeefourths in value of the creditors or class of ctedi, and/or of the stockholders or cl

of stockholders of this Corporation, as the casg b agree to any compromise or arrangement aadytoeorganization of this Corporation
as consequence of such compromise or arrangerhergaid compromise or arrangement and the saidae@ation shall, if sanctioned by
court to which the said application has been mbddinding on
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all the creditors or class of creditors, and/omafithe stockholders or class of stockholdershif Corporation, as the case may be, and al
this Corporation.

ARTICLE XIV
BY-LAWS

In furtherance and not in limitation of the poweomferred by statute, the Board of Directors isregply authorized to adopt, repeal, alter,
amend or rescind the By-laws of the Corporatioraddition, the By-laws of the Corporation may beméd, repealed, altered, amended or
rescinded by the affirmative vote of at least sisity and two-thirds percent (66 2/3%) of the outdtag stock entitled to vote thereon.

IN WITNESS WHEREOF, the Corporation has caused$eisond Restated Certificate of Incorporation tgigaed by , its President, this «
of , 1997.

By:

PRESIDENT
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APPENDIX E
FORM OF RESTATED CERTIFICATE OF INCORPORATION
PKS Holdings, Inc., a corporation organized andtaxy under the laws of the State of Delaware, heoertifies as follows:

1. The name of the Corporation is PKS Holdings, Triee original Certificate of Incorporation of Pk®Idings, Inc. was filed with the
Secretary of State of Delaware on August , 1997.

2. Pursuant to Sections 242 and 245 of the Ge@engdoration Law of the State of Delaware, this Riest Certificate of Incorporation has
been duly authorized and adopted and restatesraedds the provisions of the Certificate of Incogiimm of this Corporation.

3. The text of the Certificate of Incorporatiorhisreby restated and amended to read in its entisetyllows:
ARTICLE FIRST
NAME
The name of the Corporation (which is hereinafééemred to as the "Corporation"), is:
PKS HOLDINGS, INC.
ARTICLE SECOND
DELAWARE OFFICE AND REGISTERED AGENT

The registered office of the Corporation in thet&tf Delaware is to be located at 1209 Oranges§tire the City of Wilmington, County of
New Castle. The name of its registered agent thésefhe Corporation Trust Company, and the addrEsaid registered agent is 12
Orange Street in said City, County and State.

ARTICLE THIRD
PURPOSES
The nature of the business or purposes to be ctentloc promoted is:
To engage in any lawful act or activity for whicbrporations may be organized under the Generaldzatipn Law of Delaware.
ARTICLE FOURTH
CAPITAL STOCK

The total number of shares of all classes of statich the Corporation shall have authority to issu£25,250,000 shares; of which 250,000
shares shall be Preferred Stock, with no par vadweshare and of which 125,000,000 shares sh&ibpemon Stock, with a par value of $0
per share (the "Common Stock").

A description of the different classes of stock arstatement of the designations, powers, prefegmights, qualifications, limitations and
restrictions of each of said classes of stock afeliows:

I. PREFERRED STOCK

Subject to the limitations prescribed by Delawang &nd this Certificate of Incorporation, the Boafdirectors of the Corporation is
authorized to issue the Preferred Stock from tionnte in one or more series, each of such sasibate such powers, designations,
preferences and relative, participating, optiomadther rights, and such qualifications, limitatsoar restrictions thereof, as shall be detern
by the Board of Directors in a resolution or resiolus providing for the issuance of such Prefe@&atk;



provided, however, that no series of the PrefeBttk shall have any voting rights or be convegtibto shares of stock having any voting
rights.

[I. COMMON STOCK

(A) Dividends. After any dividend has been declaaed set aside for payment or paid on any seri®seferred Stock having a preference
over the Common Stock with respect to the paymedividends, the holders of the Common Stock sbaléntitled to receive out of the fui
legally available therefor, when, as and if dealdrg the Board of Directors. The payment of divideon the Common Stock shall be at the
sole discretion of the Board of Directors.

(B) Liguidation. Upon the liquidation, dissolutian winding up of the affairs of the Corporation,etther voluntary or involuntary, after there
shall have been paid or set apart for the holdeasiyp series of Preferred Stock having a preferewes the Common Stock with respect to
distributions upon liquidation the full amount tdigh they are entitled, the remaining assets availéor distribution to the Corporation's
stockholders shall be distributed to the Commonldtolders pro rata on the basis of the numbersoofif@on shares held by such
stockholders.

Ill. VOTING RIGHTS ANDCHANGES IN CAPITAL STRUCTURE

(A) Voting Rights. Except as may otherwise be pdew by statute, the holders of the Common Stock skelusively possess voting power
for the election of directors and for other purgndbe holders of record of each share being edtit one vote for each share, and the holder:
of the Preferred Stock shall have no voting rigtusshall they be entitled to notice of meetingstotkholders.

(B) Changes in Capital Structure. The Corporat&serves the right to create new classes of stoekiminate classes of stock, to increase or
decrease the amount of authorized stock of ang daslasses, and to otherwise change the powesgrdations, preferences and relative,
participating, optional or other rights, and thealifications, limitations or restrictions of anyask or classes of stock by the affirmative vot
the holders of four-fifths of the Common Stock isdwand outstanding

ARTICLE FIFTH
DIRECTORS AND OFFICERS

(A)(1) Number, Quorum, Required Votes. The numbatiectors of the Corporation which shall congttthe whole Board of Directors st
at all times be not less than ten (10) nor mora fifeeen (15). Subject to such minimum and maxinlimitations, the number of directors
shall be fixed by, or in the manner provided ire Hy-laws. A majority of the whole Board of Dirergsshall constitute a quorum for the
transaction of business. Unless this Certificatlobrporation shall specifically require a votesofreater number, the affirmative vote of a
majority of the whole Board of Directors shall legjuired to constitute the act of the Board of Divex:

(2) Qualifications of Directors.
(a) At least three-fourths of the directors mustrtside directors, as defined in this subparag{@p(®).

(b) An "inside director" is a director who is eitteecurrent inside director or a former inside cliog, as each of such terms is defined in this
subparagraph (A)(2).

(c) A "current inside director" is a director whpié a current Common stockholder of the Corporat(ii) is currently an officer of either (A)
the Corporation or (B) a Subsidiary which is enghgemarily in the construction, mining or matesilusinesses; and (iii) was continuously
employed by the Corporation, its predecessor, fopaeent corporation or such a Subsidiary for asteight (8) years before becoming a
director.
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(d) If a current inside director ceases to be aetuiinside director, such director may continusdove as a director so long as there is a
sufficient number of other inside directors so tihat three-fourths ratio required by subparagra@pf2j(a) is satisfied. However, if as a result
of the change in such director's status such irdii@etor ratio falls below three-fourths, then Isalirector shall automatically be deemed to
have resigned as and shall cease to be a dird@tteremaining directors shall thereupon act proyrptfill the vacancy created by such
resignation. Such a vacancy may be filled withrater inside director, as defined in subparagrapii?)fe) below. If the director whose
resignation created such vacancy qualifies asradoimside director pursuant to subparagraph (A¢j2such director may be appointed to
such vacancy.

(e) A "former inside director” is a person who:\ias at one time a current inside director; (ifved as an inside director for at least eight
(8) years; and (iii) is declared to be a formerdagirector by a majority vote of the directordding office at the time of such declaration.

(3) Nomination Procedures. The incumbent direcsbed] nominate a slate of directors for electiorath annual meeting of the stockholders
of the Corporation. In nominating such electioriedathe directors shall give due consideratiosetecting nominees from each of the
principal business segments represented by thatasiof the Corporation and its Subsidiaries.

(B) Cumulative Voting. At any election for direcsoevery holder of Common Stock entitled to votsuath election shall have the right to
vote, in person or by proxy, the number of shamesenl by him for as many persons as there are direttt be elected and for whose election
he has a right to vote, or to cumulate his votegitijng one candidate as many votes as the nunfltgrod directors multiplied by the number
of his shares shall equal, or by distributing sustes on the same principle among any number df sandidates.

(C) Officers. The Corporation shall have such @fficas the by-laws may provide, except, howevat,ttte Corporation shall have an officer
or officers who shall be empowered to sign instrote@nd stock certificates of the Corporation dralldave an officer who shall have the
duty to record the proceedings of stockholders'timge and meetings of the Board of Directors. @fficshall be chosen in such manner and
shall hold their offices for such terms as the &wd may prescribe or as shall be determined bdaed of Directors.

ARTICLE SIXTH
POWERS OF THE CORPORATION AND OF THE
DIRECTORS AND STOCKHOLDERS

The following provisions are inserted for the magragnt of the business and for the conduct of tfaérafof the Corporation, and in further
creation, definition, limitation and regulationthe powers of the Corporation, its directors andldolders:

(A) Indemnification.

(1) Fullest Extent Permitted by Law. The Corponatitnall indemnify each person who is or was a threofficer or Employee of the
Corporation (including the heirs, executors, adstmitors or estate of such person) or is or wasrggat the request of the Corporation as a
director, officer or employee of another corponatipartnership, joint venture, trust or other gorise to the fullest extent permitted under
subsections 145(a), (b), (c) and (e) of the Delavigeneral Corporation Law or any successor statute.

(2) Non-Exclusivity of Rights. The indemnificatigmovided by this paragraph (A) of ARTICLE SIXTH ¢haot be deemed exclusive of any
other rights to which any of those seeking inderoatfon or advancement of expenses may be entitie@r any by-law, agreement, vote of
shareholders or disinterested directors or othenvisth as to action in his official capacity asd@action in another capacity
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while holding such office, and shall continue as fgerson who has ceased to be a director, offitaployee or agent and shall inure to the
benefit of the heirs, executors and administrabduch a person.

(3) Repeal or Modification. Any repeal or modifiicat of paragraph (A) of this ARTICLE SIXTH by theoskholders of the Corporation shall
not adversely affect any right or protection ofireector, officer or Employee of the Corporationstixig at the time of such repeal or
modification.

(B) Powers of Board. In furtherance and not infation of the powers conferred by statute, the BadiDirectors is expressly authorized:
(1) By-Laws. To make, alter and repeal the by-lafvhe Corporation by affirmative vote of two-thirdf the whole Board of Directors;

(2) Mortgages, Liens, and Pledges. To authorizecande to be executed mortgages and liens ondharré personal property and pledges of
personal property of the Corporation without thgeas or vote of the stockholders;

(3) Payments. In its discretion to pay for any gty or rights acquired by the Corporation, eitivéolly or partly in money, stock, bonds,
debentures or other securities of the Corporation;

(4) Determination of Amount Constituting Capitab fix and determine from time to time what partloé consideration received by the
Corporation on any issue of stock without par valball constitute capital;

(5) Bonds, Debentures, and Other Obligations. Withloe assent or vote of the stockholders, to issumels, debentures, or other obligations
of the Corporation from time to time, without lingis to amount, for any of the objects or purpo$éiseoCorporation and if desired, to secure
the same or any part thereof by mortgage, pledsgd df trust or otherwise on any part or all opitsperty and to cause the Corporation to
guarantee bonds, debentures, notes, indebtednetiseorobligations of persons, firms and/or otreporations;

(6) Convertible Obligations. To create and issuligabions of the Corporation that shall confer upla holders or owners thereof the right to
convert the same into shares of stock of the Catfmr, and to fix the rate at which such obligasiomay be so converted and the period or
periods of time during which any such right of cersion shall exist, and any shares of stock issipet the conversion of any such
obligations shall be conclusively deemed to beyfphid stock and not liable to any further calbssessment, and the holder thereof shall not
be liable for any further payment in respect théreo

(7) Performance-Based Obligations. To create asukisbligations of the Corporation that shall coofeon the holders or owners thereof the
right to receive interests based in whole or irt ppon the financial performance of the Corporatomny part, division or subsidiary thereof,
and to fix the term, conditions for sale and repase, applicable performance standards, intereesairal such other conditions, rights and
restrictions for such obligations as it shall detiee;

(8) Inspections by Stockholders. To determine ftome to time whether and to what extent and at wiha¢s and places and under what
conditions and regulations the accounts and bobksecCorporation, or any of them, shall be opemspection of the stockholders; and no
stockholder shall have any right to inspect anyant or book or document of the Corporation, exespexpressly conferred by the laws of
the State of Delaware, unless and until authorszetb do by resolution of the Board of Directonsbg resolution of the Common
stockholders;

(9) Committees. By resolution or resolutions, pddsgan affirmative vote of two-thirds of the whdeard of Directors, to designate one or
more committees, each committee to consist of twoare of the directors of the Corporation, whiththe extent provided in said resolution
or resolutions, or in the by-laws of the Corpomatishall, to the extent permitted by Delaware Coapon Law, have and may
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exercise the powers of the Board of Directors arttanagement of the business and affairs of thpdZation, except the powers to amenc
by-laws, to declare dividends and to act contrargrty action previously undertaken by the BoarBioéctors, and may have power to
authorize the seal of the Corporation to be affitedll papers which may require it, said committeeommittees to have such name or
names as may be stated in the by-laws of the Catiparor as may be determined from time to timedsplution adopted by the Board of
Directors; and

(10) Additional Powers. The Corporation may inkiyslaws confer powers upon its Board of Directoraddition to the foregoing and in
addition to the powers and authorities expresshferoed upon it by statute.

(C) Limitations on Powers of Board. In limitatiofithose powers conferred by statute regarding tatters described in this paragraph (C),
the Board of Directors is authorized to act asofol:

(1) Substantial Acquisitions. To acquire for ther@wation any property, rights or privileges atlspeice and for such consideration and
generally upon such terms and conditions as ikthfit; provided, however, an affirmative vote wfa-thirds of the whole Board of Directors
shall be required for the Corporation to make astasttial acquisition not in the primary, ordinandaegular course of its business activities;
and provided further that for the purposes of #hisparagraph (1) "substantial acquisition" shathman acquisition (or a series of
acquisitions which, in light of the period of tiroger which they are effected and the intentionthefBoard of Directors in making them,
should be characterized for the purposes of tipatagraph (1) as a single acquisition) with agpfexcluding the amount of any assumed
obligation and any amount paid out of the proced#dsloan under the terms of either of which thedkr has recourse only against the ass
assets being acquired) in excess of ten (10%) peofehe total stockholders' equity of the Corpiiara, determined on a consolidated basis as
of the fiscal year end immediately preceding sudussition;

(2) Substantial Dispositions. To dispose of for @wporation any property, rights or privilegesacth price and for such consideration and
generally upon such terms and conditions as ik#hfit; provided, however, an affirmative vote wfa-thirds of the whole Board of Directors
shall be required for the Corporation to make sstausitial disposition not in the primary, ordinandaegular course of its business activities;
and provided that for the purpose of this subpanatg2) "substantial disposition" shall mean a asion (or a series of dispositions which,
in light of the period of time over which they affected and the intentions of the Board of Direxia making them, should be characterized
for the purposes of this subparagraph (2) as desdtigposition) with a price in excess of ten (1(Q%)cent of the total stockholders' equity of
the Corporation, determined on a consolidated lzesstH the fiscal year end immediately precedirghalisposition; provided further,
however, such sale or disposition shall not camstia sale or disposition of all or substantiallyohthe Corporation's property and assets, the
approval for which is hereinafter provided;

(3) Sale of All or Substantially All Assets. To lsétase or exchange all or substantially all & @orporation's property and assets, including
its good will and its corporate franchises, upochsierms and conditions and for such consideratiwhgh may be in whole or in part shares
of stock in, and/or other securities of, any ott@poration or corporations, as said Board of Daecshall deem expedient and in the best
interests of the Corporation, only when and asaizld by the affirmative vote of the holders ofifdifths of the Common Stock issued and
outstanding;

(4) Offers of Common Stock to Non-Employees. Teptb sell the Common Stock of the Corporationgmspns other than Employees of the
Corporation, in any manner, including but not lieitto a "public offering" within the meaning of thiaited States Securities Act of 1933, as
it may be amended from time to time, only when asduthorized by the affirmative vote of the haddefrfour-fifths of the Common Stock
issued and outstanding;

E-5



(5) Change In Stock Price Formula. To change thadita for determining the Formula Value or the Coonns$hare Price, only when and as
authorized by the affirmative vote of the holdef$omir-fifths of the Common Stock issued and outdiag;

(6) Mergers and Consolidations. To merge or codat#i the Corporation with a corporation other ta&ubsidiary, only when and as
authorized by the affirmative vote of the holdef$omr-fifths of the Common Stock issued and outdiag; and

(7) Dissolution. To dissolve the Corporation, onllgen and as authorized by the affirmative voteneftiolders of four-fifths of the Common
Stock issued and outstanding.

(D) Stock Ownership and Transfer Restrictions. fidtlewing restrictions on the ownership and trangfethe Common Stock of the
Corporation are hereby imposed:

(1) Ownership Restrictions. All shares of Commoocgtsold by the Corporation shall be subject tepurchase agreement, the terms of
which shall be determined by the Board of Direct@véth the prior approval of the Board of Directanrsd subject to paragraph (D)(3),
Employees, fiduciaries for the benefit of the Enyele’'s spouse and/or children, corporations onerednd00%) percent owned by
Employees or Employees and their spouse and/airehil and fiduciaries for the benefit of such cogtions, charities and fiduciaries for
charities designated by any such persons shalidible to own Common Stock of the Corporation.

(2) Transfers to Charitable Organizations. The éadf the Common Stock may transfer such stotéteexempt charitable organizations
approved as such by the Internal Revenue Serviogided, that any such transfer shall be subjeetrepurchase agreement which provides,
in part, that said charitable owners shall agradmtransfer, assign, pledge, hypothecate, omratise dispose of such stock except in a sale to
the Corporation, and said charitable owners shahg time upon five (5) days' written notice aredréhnd by the Corporation sell such stock
to the Corporation. The Corporation shall be oltégato accept any offer made by the charitable osviteesell such stock to the Corporation.
The purchase price for the Common Stock shall bestiare Price. Payment of the purchase price lshatlade by the Corporation within

sixty (60) days of its acquiring of any such stoekthout interest.

(3) Transfer Restrictions On Common Stock.

(a) Sales to Corporation. The holders of CommomwiSshall not sell, transfer, assign, pledge, hypodte or otherwise dispose of such stock
except in a sale to the Corporation or in a transf@n authorized transferee approved by the BohRirectors pursuant to subparagraph (D)
(1) above or a transfer in accordance with subpapdg(D)(2) above. Holders of Common Stock maymttime on or prior to the 15th day
of any calendar month, offer to sell part or altleir Common Stock to the Corporation by delivgrihe certificate or certificates
representing such stock to the Corporation alorily iwritten notice offering such stock to the Guation. Such offer must be accepted by
the Corporation, and payment shall be made for startk within sixty (60) days after the receipsath stock and such written notice by the
Corporation, without interest. The rights of redeimp provided for in this subparagraph (D)(3)(a)daach other right of redemption of
Common Stock provided for in this Certificate ofdmporation, shall be subject to the requiremeat ko shares of any class shall be
redeemed, either at the option of the holder tHfeyeof the Corporation, unless after giving effexsuch redemption there remain outstan

at least 1,000 shares of stock of the Corporataing full voting power.

(b) Termination. Upon the termination of the empi@nt of any Employee with the Corporation for aegson other than death, the Emplc
or his authorized transferee shall sell and deliwserCommon Stock held by such Employee or hisaiznthd transferee to the Corporation
within ten (10) days after the date of a writtetieeofrom the Corporation to sell and deliver sstick (a "Repurchase Notice"). The
Corporation shall give such Repurchase Notice withe period commencing on the day of termination
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and ending on the 90th day after such terminaf@yment for such stock shall be made within si&8) days after the date of such
Repurchase Notice, without interest.

(c) Death. Upon the death of any Employee, theestaccessor or personal representative of sugiidyee or the authorized transferee of
such Employee shall sell and deliver the CommoriSpoeviously held by such Employee or held byaithorized transferee to the
Corporation within ten (10) days after the dat@ @iritten notice from the Corporation to sell amdiver such stock. The Corporation shall
give the notice to sell and deliver within the pdrcommencing on the day of death of such Emplayekending on the 180th day after said
death. Payment for such stock shall be made wiixiy (60) days after the date of said notice, withinterest. Upon the death of an
Employee holding stock of the Corporation on the dfghis death, the Employee's estate, succesgmereonal representative and any
authorized transferee of such deceased Employdehsiva the option to defer the purchase by thep@a@tion of its Common Stock to a date
or dates later than that provided for in this suageaph (D)(3) but prior to the January 10th nexiceeding the fiscal year during which the
Employee's death occurred.

(d) Ownership of Excessive Amount. Upon a detertionaby the Board of Directors that the amount off@non Stock held by an Employee
and/or his authorized transferee is excessiveaw waf the Corporation's policy that the level ofEamployee's stock ownership should reflect
certain factors, including but not limited to (it relative contribution of that Employee to thersamic performance of the Corporation, (ii)
the effort being put forth by such Employee, andiigrthe level of responsibility of such Employgbe Corporation shall have the option to
purchase from such Employee and/or his authorizetsteree an amount of Common Stock sufficienerehse the amount of such stock
owned by such Employee or his authorized transfeerem amount that the Board of Directors, in @esliscretion, believes is appropriate. In
the event that the Corporation elects to exertisedption, it shall give the Employee and/or hitsharized transferee written notice to that
effect and the Employee and/or his authorized femas shall sell and deliver the amount of sto@c#jed in such notice to the Corporation
within ten (10) days after the date of the notigigth payment to be made for such stock within si@§) days after the date of said notice,
without interest.

(e) Pledges. Notwithstanding anything containethis subparagraph (D)(3) to the contrary, an Engdomay pledge Common Stock for
loans in connection with the ownership of the Coagion's stock.

(f) Authorized Transferee. For purposes of thispswhgraph (D)(3), the term "authorized transfest®lll mean any stockholder permitted to
own stock of the Corporation pursuant to parag(@pfil) above.

(g) Failures to Meet Time Limits. No failure by therporation, a stockholder, an authorized traesfeor the estate, successor, or personal
representative of a stockholder to take any actitinin any time period prescribed by this subpaapbr(D)(3) shall render the Common
Stock of the Corporation transferable other thacaonformance with the provisions of this subparpgréD)(3) or preclude the Corporation
from exercising its right to purchase any suchlstoc

(4) Stock Price. The Corporation shall purchassetirany share of Common Stock for a price equéiéadCommon Share Price. The
consideration paid for such Common Stock shalhbeash or such other form as mutually agreed ugahédoCorporation and the Common
stockholder.

(5) Limitations On Amount of Ownership. No moretihtan (10%) percent of the shares of the CommookSssued and outstanding shall at
any time be owned of record, or voted, by or far dlacount of any one Employee as hereinbefore ibedci-or purposes of calculation of
said ten (10%) percent limitations Common StocthefCorporation owned by an Employee's spousejretmi| grandchildren, parents,
grandparents and spouses of such persons (coliggtan Employee's "family members"), fiduciaries the benefit of an Employee or his
family members, fiduciaries for charities
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designated by an Employee or his family memberd,aary entity which an Employee or his family mensbiesive created or control, directly
or indirectly, or in which an Employee or his faynihembers have a beneficial or reversionary intesésll be counted as being owned by
Employee. All calculations regarding the ten (1@#jcent limitation (including both the numeratodatenominator of the calculations) shall
be on a fully diluted basis (i.e., all stock thathe future will be issued upon the conversioamf then-issued and outstanding Convertible
Debentures of the Corporation shall be includethéncalculations). The ten (10%) percent limitasighall be calculated as of the 1st day of
January of each year, and any stockholder who amore Common Stock than the ten (10%) percent ltroitgpermits shall be so notified by
the Corporation and shall, at the stockholder'®apbe permitted to hold the excess stock undiriaxt succeeding January 1, and on or
before said January 1, the stockholder shall tagettion described in subparagraph (D)(6) bel@@y Sales of Excess Stock. In the event
any stockholder through his own action or the actbothers becomes an owner of more than ten (3@¥eent, as defined in subparagraph
(D)(5) above, of the Common Stock, he shall offethie Corporation, and the Corporation shall pusehaithin sixty (60) days of such offer,
at the price defined in subparagraph (D)(4) absueh amount of his stock that is in excess of &aid10%) percent limitation. In the event
that a stockholder shall fail to offer such stockhe Corporation within the period described ibmaragraph (D)(5) above, the Corporation
shall, within sixty (60) days following the end safch period, purchase such excess stock holdings.

(7) Termination of Certain Owners. Any stockholdenployee of the Corporation who owns two (2%) pet@e more of the Common Stock
issued and outstanding shall not be terminated gomloyment of the Corporation except by an afftiveavote of two-thirds of the whole
Board of Directors. The Board of Directors shaNéahe right to reduce said two (2%) percent reguént in the by-laws of the Corporation
to a lower percentage requirement by an affirmatite of two-thirds of the whole Board of DirectoFor purposes of calculation of this
percentage requirement, the attribution rules $igelcin paragraph (D)(5) above regarding the té¥4)] percent limitation on ownership shall

apply.

(8) Suspension of Repurchase Duties. Notwithstanditything in this ARTICLE SIXTH to the contrary the event that the Board of
Directors determines that the Formula Value to éteminined at the end of the fiscal year during Wisiach determination is made is likely to
be less than (i) the Formula Value determinedaetid of the prior fiscal year less (ii) the agategamount of dividends declared on the
Common Stock since the end of the prior fiscal ytar Board may suspend the Corporation's dutggianchase shares of Common Stock in
accordance with this paragraph (D)(8). Any suclpsasion shall not extend for a period longer thaed hundred sixty-five

(365) days from the date of the Board's declaratfssuspension. During any such suspension petti@dCorporation shall not repurchase
shares of Common Stock tendered or required teretred for repurchase pursuant to the secondneendé subparagraph (D)(3)(a). During
any such suspension period, the Corporation shatirue to repurchase Common Stock tendered t@tnporation pursuant to any other
provision of this Certificate of Incorporation, biaf) payment for such repurchases shall not banestjuntil sixty (60) days after the end of
the suspension period, (b) such payment shall ltlemdgthout interest, and (c) the repurchase ptiedl e the Common Share Price
determined as of (i) the end of the prior fiscahyén the case of a suspension period that erfdsebéuly 1 of the fiscal year, (provided that
such computation of the Share Price shall be ratlbgehe amount of dividends per share declareheiCommon Stock since the end of the
prior fiscal year), or (ii) in the case of a susgien period that ends after June 30 of a fiscat,tea end of the fiscal year during which the
suspension period ends.

(E) Payments Where Stock Price Not Yet Computethdfprice at which the Corporation is to purchateek pursuant to any provision in t
Certificate of Incorporation has not been computétin the time period prescribed for payment focls stock because the preparation of the
audited Consolidated Financial Statements of thp@ation and Consolidated Subsidiaries has nobgeh completed, the Corporation st
within the time period prescribed for payment focls stock, make an initial payment in
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an amount equal to the price that would have ba&hfpr such stock if it had been purchased byGbsporation during the next preceding
fiscal year. The balance shall be paid within tED) days after the date on which the price at wthehCorporation is to purchase such stock
has been computed. In the event that the pricénettvthe Corporation is to purchase such stockss than the amount paid by the
Corporation, in the "initial payment" provided fiorthis paragraph (E), the Corporation shall bétledtto recover the difference between the
two amounts. Such difference shall be paid by #veqn or entity to whom the Corporation made thdial payment" within ten (10) days of
the date of a written notice from the Corporatiompay such amount, without interest.

(F) Ratification By Stockholders. Any contract,rtsaction or act of the Corporation or of the diestwhich shall be ratified by a majority of
a quorum of the stockholders then entitled to abteny annual meeting or at any special meetirlga&&r such purpose, shall, so far as
permitted by law and by this Certificate of Incorgibon, be as valid and as binding as though eatifiy every stockholder entitled to vote at
such meeting.

(G) Meetings, Offices, and Books Outside State elalvare. The stockholders and the Board of Direateaty hold their meetings and the
Corporation may have one or more offices outsidihefState of Delaware, and subject to the pronssaf the laws of said state, may keeg
books of the Corporation outside of said stateatrslich places as may be from time to time designay the Board of Directors.

(H) Removal of Directors. At any meeting of thedmeis of the Common Stock called for the purposg cee or more of the directors may,

a majority vote of the holders of the Common Statkhe time, be removed from office, with or with@ause, and another director or other
directors be elected by such majority vote of $aiftlers of the Common Stock in the place or pladdése person or persons so removed, to
serve for the remainder of his or their term omigras the case may be; provided, however, thedsfthan all the directors are to be removed,
no individual director shall be removed without sawvhen the votes cast against his removal wousdiffigient to elect him if then
cumulatively voted at an annual election of all directors.

(I) By-Law Provisions for Conduct of Business. Therporation may in its bjaws make any other provisions or requirementstferconduc
of the business of the Corporation, provided thmeshe not inconsistent with the provisions of tBestificate of Incorporation, or contrary to
the laws of the State of Delaware. The by-laws tmamended by affirmative vote of two-thirds of tigole Board of Directors or by
affirmative vote of the holders of two-thirds oEt€ommon Stock issued and outstanding

(J) Requirements of Votes Greater Than Required &8y- Whenever this Certificate of Incorporation tains provisions requiring for any
corporate action the vote of a larger portion &f $kock or a larger portion of the directors tharequired by the General Corporation Law of
the State of Delaware, the provisions of this @iedie of Incorporation shall govern and control.

(K) Amendments of Certificate. Subject to any liatibns herein contained, the Corporation resetvesight to amend, alter, change or re|
any provision contained in this Certificate of Ingoration, or in any amendment thereto by an a#itime vote of the holders of two-thirds of
the Common Stock issued and outstanding,, anégalisrconferred upon stockholders in said Certiéiazf Incorporation or any amendment
thereto, are granted subject to this reservationiged, however, that the provisions of this Geudite of Incorporation requiring for action
the stockholders a vote greater than such twoghiade shall not be amended except by such greater and provided further that this
Paragraph (K) shall not be amended except by amafive vote of the holders of four-fifths of t®mmon Stock issued and outstanding.

E-9



ARTICLE SEVENTH
LIMITATION OF LIABILITY

A director of this Corporation shall not be perdgnéable to the Corporation or its stockholdees fnonetary damages for breach of fiduciary
duty as a director, except for liability (i) forybreach of the director's duty of loyalty to ther@oration or its stockholders, (ii) for acts or
omissions not in good faith or which involve intental misconduct or a knowing violation of law,)Yiinder Section 174 of the Delaware
General Corporation Law, or (iv) for any transactfoom which the director derived an improper peeddenefit. If the Delaware General
Corporation Law is amended after approval by tbeldtolders of this ARTICLE SEVENTH to authorize porate action further eliminating
or limiting the personal liability of directors,eh the liability of a director of the Corporatidmadl be eliminated or limited to the fullest extent
permitted by the Delaware General Corporation Law@amended. Any repeal or modification of thedoing paragraph by the stockholc

of the Corporation shall not adversely affect aightror protection of a director of the Corporatiexisting at the time of such repeal or
modification.

ARTICLE EIGHTH
DEFINITIONS

As used in this Certificate of Incorporation, tiiidwing meanings (with terms defined in the siraguiaving comparable meaning when used
in the plural and vice versa), unless another d&finis provided or the context otherwise requires

"Formula Value" means the sum of:

(a) the total stockholders' equity as shown orctiresolidated balance sheet contained in the Catateli Financial Statements of the
Corporation and Consolidated Subsidiaries, preparednformity with generally accepted accountimgpgiples applied on a consistent basis
for the Corporation and its consolidated Subsidigs of the fiscal year end immediately precetlinglate of determination (the "prior year
end") and audited and certified by an independemt éf certified public accountants selected angagred by the Board of Directors; minus

(b) the sum of: (i) the book value of Property,®land Equipment as of the prior year end; plydi{e total stockholders' equity attributable
to any issued and outstanding Preferred Stocleflected on the consolidated balance sheet, piiartiount of any accrued, accumulated and
undeclared dividends thereon, all as of the datetérmination.

"Common Share Price" with respect to any shareasfiion Stock, means the amount determined by diyidin

(a) the sum of (i) the Formula Value plus (ii) fiaee amount of any outstanding Convertible Deb&stepnvertible into Common Stock ,
determined as of the fiscal year end immediatedg@ding the date of determination (the "prior yerad"); by

(b) the sum of (i) the total number of issued antstanding shares of Common Stock, plus (ii) thel toumber of shares of Common Stock
reserved for the conversion of outstanding Conbtertbebentures convertible into Class C Stockaithecase determined as of the prior year
end;

and deducting from the quotient (rounded to theest&0.05) the amount of any dividends per shactaded on Common Stock subsequent
to the prior year end.

"Convertible Debenture" means any debenture omrdtistrument evidencing indebtedness of the Cotmmraonvertible at any time into
shares of the Common Stock.
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"Employee" means an individual employed by the @oapon, any Subsidiary or Twenty Percent Subsjdéairany joint venture in which the
Corporation and/or any Subsidiary or Twenty Per&miisidiary has a twenty percent or more intefastEmployee shall also include any
person serving on the Board of Directors of thep@oation or of any Subsidiary; provided, howevbattthis provision shall be applicable
only if such person shall have previously ownedlstf the Corporation as an employee; and, provfdetier, that such person shall not be
eligible to purchase additional stock of the Cogpion.

"Property, Plant and Equipment” means those ass#tgled within such classification as reflectedtloa consolidated balance sheets
contained as a part of the Consolidated Finant¢&kSents of the Corporation and Consolidated Sigigts, that are utilized in or associated
with the Corporation's ordinary and regular cowfeonstruction activities.

"Subsidiary" means a corporation, partnership beoéntity with respect to which the Corporatiodsodirectly or indirectly, at least a
majority of the issued and outstanding capitallstmrcother equity interests, measured in termetaf dollar value if such entity has
outstanding more than one class of capital stoakter equity interests.

"Twenty Percent Subsidiary" means a corporatiortngaship, or other entity with respect to which tborporation owns, directly or
indirectly, twenty percent or more of the issued antstanding capital stock or other equity intexesieasured in terms of total dollar value if
such corporation, partnership or other entity hastanding more than one class of capital stoakloer equity interests.

IN WITNESS WHEREOF, PKS Holdings, Inc. has caudes Restated Certificate of Incorporation, to lgmed and attested by its duly
authorized officers as of the day of , 1997.

PKS HOLDINGS, INC.

By:

Kenneth E. Stinson, President

ATTEST:

g

Thomas C. Stortz, Secretary
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PETER KIEWIT SONS', INC .
PROXY SOLICITED BY THE BOARD OF DI RECTORS FOR
THE SPECIAL MEETING OF STOCKHOLDERS, , 1997

PROXY

The undersigned hereby appoints ,

and , or any of them or their substitutes, as m&p@ach with the power to appoint his substituté, hereby authorizes them to represent and
to vote, as designated below, all the shares ohoamstock of Peter Kiewit Sons', Inc. held of recby the undersigned at the close of
business on, 1997, at the Special Meeting of $imlders to be held , , 1997, or any adjournmemiostponement thereof. In their discretion,
the proxies are authorized to vote upon such dibisiness as may properly come before the meeting.

This proxy, when properly executed, will be votadhe manner directed herein by the undersignet Hirection is made, this proxy will be
voted FOR proposals 1 and 2.

TO ENSURE YOUR REPRESENTATION AT THE SPECIAL MEET& YOU ARE URGED TO COMPLETE, SIGN AND DATE THIS
PROXY CARD AND RETURN IT AS PROMPTLY AS POSSIBLE INHE ENCLOSED POSTAGE-PREPAID ENVELOPE.

The undersigned hereby acknowledges receipt dfithiee of Special Meeting and the Proxy StatemeimttProspectus, dated , 1997.
/X! PLEASE MARK YOUR
VOTES AS IN THIS EXAMPLE.

FOR  AGAINST ABSTAIN
1. Ratification of the decision of the Board of 1/ /1 11
Directors of PKS (the "PKS Board") to separate the
construction business of PKS and the diversified
business of PKS into two independent companies. The
PKS Board would effect this separation by (i)
declaring a dividend of eight-tenths of one warrant
(a "Warrant") to purchase Class D Diversified Group
Convertible Exchangeable Common Stock, par value
$.0625 per share ("Class D Stock"), of PKS with
respect to each outstanding share of Class C
Construction & Mining Group Restricted Redeemable
Convertible Exchangeable Common Stock, par value
$.0625 per share ("Class C Stock") of PKS, and (i)

causing each outstanding share of Class C Stock to be
mandatorily exchanged by resolution of the PKS Boar d
pursuant to existing provisions of the PKS Restated

Certificate of Incorporation (the "PKS Certificate" )
for one share of Common Stock, par value $.01 per

share, of PKS Holdings, Inc., a newly formed, direc t,
wholly owned subsidiary of PKS, to which the

eight-tenths of a Warrant would attach (collectivel Y,

the "Transaction").



FOR  AGAINST ABSTAIN

2. Approval of amendments of the PKS Certificate, t o [/l /1 11
be implemented only if the Transaction is

consummated, to change the name of PKS to

"Diversified Holdings, Inc.", redesignate Class D

Stock as "Common Stock, par value $.01 per share”,

modify the repurchase rights to which the holders o f

Class D Stock are entitled, delete the provisions

regarding Class C Stock, add certain corporate

governance provisions and make certain other change s

described in the accompanying Proxy Statement/Joint

Prospectus.
SIGNATURE(S) DATE
SIGNATURE(S) DATE

NOTE: Please sign exactly as name appears her@ohodvners should each sic
When signing as attorney, executor, administratostee or guardian, please indicate full titlesash. Please mark, sign, date and return the
proxy promptly in the enclosed postage paid enwl



PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 20. INDEMNIFICATION OF DIRECTORS AND OFFICERS

Section 145 of the Delaware General Corporation (the "'DGCL") empowers a Delaware corporation weimnify any person who was or
is a party or is threatened to be made a partpydfareatened, pending or completed action, syitroceeding, whether civil, criminal,
administrative or investigative (other than an@ttdy or in the right of such corporation) by reasd the fact that such person is or was a
director, officer, employee or agent of such coapion, or is or was serving at the request of suporation as a director, officer, employee
or agent of another corporation or enterprise. #eommtion may, in advance of the final dispositadrany civil, criminal, administrative or
investigative action, suit or proceeding, pay tkeemses (including attorneys' fees) incurred byddfiger, director, employee or agent in
defending such action, provided that the directasflicer undertake to repay such amount if it sbhiimately be determined that he or she in
not entitled to be indemnified by the corporatidrcorporation may indemnify such person againseasps (including attorneys' fees),
judgments, fines and amounts paid in settlementdgtand reasonably incurred by such person imeotion with such action, suit
proceeding if he or she acted in good faith ana imanner he or she reasonably believed to benotarpposed to the best interests of the
corporation, and, with respect to any criminal@ttbr proceeding, had no reasonable cause to bdlisvor her conduct was unlawful.

A Delaware corporation may indemnify officers arigdtors in an action by or in the right of the poration to procure a judgment in its
favor under the same conditions, except that nermdfication is permitted without judicial approvathe officer or director is adjudicated to
be liable to the corporation. Where an officer mector is successful on the merits or otherwisthendefense of any action referred to above,
the corporation must indemnify him or her agaihstéxpenses (including attorneys' fees) which teheractually and reasonably incurred in
connection therewith. The indemnification providedot deemed to be exclusive of any other rightstich an officer or director may be
entitled under any corporation's by-law, agreemeste or otherwise.

Section 145 of the DGCL empowers a Delaware cotfmordo purchase and maintain insurance on belféi officers and directors against
any liability asserted against them incurred whitéing in such capacities or arising out of th&atiss as such.

In accordance with Section 145 of the DGCL, ArtiSigth of the PKS Certificate and Section 51 of S By-laws provide that PKS shall
indemnify each person who is or was a directoiceffor employee of PKS (including the heirs, exers) administrators or estate of such
person) or is or was serving at the request of B8 director, officer or employee of another coapion, partnership, joint venture, trust or
other enterprise, to the fullest extent permittadar subsections 145(a), (b) and (c) of the DGCanyr successor statute. The indemnifica
provided by the PKS Certificate and the PKS By-laWall not be deemed exclusive of any other rightshich any of those seeking
indemnification or advancement of expenses maynkidezl under any by-law, agreement, vote of shalddrs or disinterested directors or
otherwise, both as to action in such person'siafftapacity and as to action in another capachiyjferholding such office, and shall continue
as to a person who has ceased to be a directmenfmployee or agent and shall inure to the fitewfethe heirs, executors and
administrators of such a person. Article

[seventh] of the PKS Certificate provides that@ctior of PKS shall not be personally liable to Ri¢Sts stockholders for monetary damages
for breach of fiduciary duty as a director, exciptliability (i) for any breach of the directority of loyalty to PKS or its stockholders, (ii)
for acts or omissions not in good faith or whichalve intentional misconduct or a knowing violatiohlaw, (iii) under Section 174 of the
DGCL, or (iv) for any transaction from which theetitor derived an improper personal benefit. IfE&CL is amended further eliminating
limiting the personal liability of directors, théine liability of a director of PKS shall be elimbed or limited to the fullest extent permitted by
the DGCL as so amended.
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The PKS Holdings Certificate and PKS By-laws wihtain provisions with respect to the indemnifioatand limitation on liability of
directors indentical to those included in the PKStificate and PKS By-laws.

In accordance with Section 145 of the DGCL, purstahe Certificate Amendments, Article VIII ofdtDiversified Holdings Certificate and
Article VIII the Diversified Holdings By-Laws wilprovide that Diversified Holdings shall indemnifgah person who is or was a director,
officer or employee of Diversified Holdings (incind the heirs, executors, administrators or esibgeich person) or is or was serving at the
request of Diversified Holdings as director, office employee of another corporation, partnerghoipt venture, trust or other enterprise, to
the fullest extent permitted under subsections d4%k), and (c) of the DGCL or any successor &taflhe indemnification to be provided by
the Diversified Holdings Certificate and the Diviiexl Holdings By-Laws shall not be deemed exclasi¥ any other rights to which any of
those seeking indemnification or advancement oéagps may be entitled under any by-law, agreemet#,of stockholders or disinterested
directors or otherwise, both as to action in higer official capacity and as to action in anotbegacity while holding such office, and shall
continue as to a person who has ceased to beciadjrefficer, employee or agent and shall inurthebenefit of the heirs, executors and
administrators of such a person. Expenses (inajuditorneys' fees) incurred in defending a civiininal, administrative or investigative
action, suit or proceeding upon receipt of an utadkémng by or on behalf of the indemnified persomdpay such amount if it shall ultimately
be determined that he or she is not entitled tmtemnified by Diversified Holdings. The DiversifidHoldings Certificate will further provic
that a director of Diversified Holdings shall nat personally liable to Diversified Holdings or #t®ckholders for monetary damages for
breach of fiduciary duty as a director, exceptlifaility (i) for any breach of the director's duty loyalty to Diversified Holdings or its
stockholders, (ii) for acts or omissions not in ddaith or which involve intentional misconductaknowing violation of law, (iii) under
Section 174 of the DGCL, or (iv) for any transacticom which the director derived an improper peeddenefit. If the DGCL is amended to
authorize corporate action further eliminatingiorifing the personal liability of directors, themetliability of a director of Diversified
Holdings shall be eliminated or limited to the &gt extent permitted by the DGCL as so amended.

The Diversified Holdings By-Laws will provide thBiversified Holdings may purchase and maintain iaeae on behalf of its directors,
officers, employees and agents against any lisslisserted against such persons arising outbfeapacities.
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ITEM 21. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

EXHIBIT NO.

2.1*

2.2

3.1

3.2

3.3

3.4*

35

3.6

3.7

3.8*

15

23.1

23.2*

23.3*

24 *

99.1*

99.2*

99.3

Form of Separation Agreement bet
Form of Warrant Agreement
Restated Certificate of Incorpor
3.1 to the PKS Annual Report on
1996 which incorporates by refer
10-K for the fiscal year ended D
Amended and Restated By-laws of
the PKS Annual Report on Form 10
which incorporates by reference
for the fiscal year ended Decemb
Form of Proposed Second Restated
Diversified Holdings, Inc.) (inc
Prospectus contained herein)
Form of Proposed Amended and Res
Certificate of Incorporation of
By-laws of PKS Holdings

Form of Proposed Restated Certif
Appendix D to the Proxy Statemen

Form of Proposed Restated By-law
Opinion of Willkie Farr & Gallag
the Warrants and the Diversified
Warrants

Letter of Coopers & Lybrand L.L.
information of PKS and Kiewit Co

Consent of Coopers & Lybrand L.L
statements

Consent of Willkie Farr & Gallag
Consent of Gleacher NatWest, Inc
Powers of Attorney (included on
Tax Allocation Agreement between
Executive Retention Agreement am

Consent of R. Douglas Bradbury

Exhibits

SEQUENTIAL
PAGE NO.

DESCRIPTION

ween PKS Holdings and PKS

ation of PKS (incorporated by reference to Exhibit
Form 10-K for the fiscal year ended December 28,
ence Exhibit 3.1 to the PKS Annual Report on Form
ecember 28, 1991)

PKS (incorporated by reference to Exhibit 3.4 to

-K for the fiscal year ended December 28, 1996
Exhibit 3.4 to the PKS Annual Report on Form 10-K
er 26, 1992)

Certificate of Incorporation of PKS (renamed

luded as Appendix E to the Proxy Statement/Joint
tated By-laws of PKS

PKS Holdings

icate of Incorporation of PKS Holdings (included as
t/Joint Prospectus contained herein)

s of PKS Holdings

her relating to legality of the PKS Holdings stock,
Holdings Stock issuable upon exercise of the

P. relating to unaudited pro forma financial

nstruction and Mining Group

.P. relating to PKS and PKS Holdings financial

her (included in its opinion filed as Exhibit 5)

signature pages)

PKS and PKS Holdings

ong James Q. Crowe, PKS and KDG
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SEQUENTIAL
EXHIBIT NO. DESCRIPTION PAGE NO.

99.4 Consent of Robert E. Julian
99.5 Consent of David C. McCourt
99.6 Consent of Michael B. Yanney

99.7* Opinion of Gleacher NatWest, Inc

* To be Filed by Amendment

ITEM 22. UNDERTAKINGS

1. The undersigned registrants hereby undertake:

a) To file, during any period in which offers otesaare being made, a post-effective amendmehigdiiegistration Statement;
() To include any prospectus required by Sectid(a)(3) of the Securities Act;

(i) To reflect in the prospectus any facts or dsarising after the effective date of the regtstrastatement (or the most recent post-effective
amendment thereof) which, individually or in thegeggate, represent a fundamental change in themiation set forth in the registration
statement. Notwithstanding the foregoing, any iaseeor decrease in volume of securities offeretthéitotal dollar value of securities offered
would not exceed that which was registered) andd@wation from the low or high end of the estintateaximum offering range may be
reflected in the form of prospectus filed with tiemmission pursuant to Rule 424(b) if, in the aggte, the changes in volume and price
represent no more than a 20 percent change indlémam aggregate offering price set forth in thaltlation of Registration Fee" table in
the effective registration statement;

(iii) To include any material information with resgt to the plan of distribution not previously dised in the Registration Statement or any
material change to such information in the RedismaStatement.

b) That, for the purpose of determining any lidpilinder the Securities Act, each such post-effeadimendment shall be deemed to be a new
registration statement relating to the securitiésred therein, and the offering of such securitiethat time shall be deemed to be the initial
bona fide offering thereof.

c) To remove from registration by means of a péfgetive amendment any of the securities beingstegéd which remain unsold at the
termination of the offering.

2. Each of the undersigned registrants hereby takis that, for purposes of determining any lisgbilinder the Securities Act, each filing of
such registrant's annual report pursuant to sedga) or section 15(d) of the Exchange Act (anderg applicable, each filing of an
employee benefit plan's annual report pursuané¢tian 15(d) of the Exchange Act) that is incorpedsby reference in the registration
statement shall be deemed to be a new registrstéd@ment relating to the securities offered tmer@nd the offering of such securities at that
time shall be deemed to be the initial BONA FIDEedhg thereof.

3. Insofar as indemnification for liabilities angi under the Securities Act may be permitted tealors, officers and controlling persons of
each of the registrants pursuant to the foregoingigions, or otherwise, each of the registrantslieen advised that in the opinion of the
Commission such indemnification is against pubbiqy as expressed in the Securities Act and ergiore, unenforceable. In the event th
claim for indemnification against such liabilitiésther than the payment by each of the registrairéspenses incurred or paid by a director,
officer or controlling person of such registranttie
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successful defense of any action, suit or procegdinasserted by such director, officer or cofitiglperson in connection with the securities
being registered, each registrant will, unles$iandpinion of its counsel the matter has beenesklty controlling precedent, submit to a court
of appropriate jurisdiction the question whethestsindemnification by it is against public policy expressed in the Securities Act and will
be governed by the final adjudication of such issue

4. Each of the undersigned registrants hereby taides to respond to requests for information thaidorporated by reference into the joint
prospectus pursuant to Item 4, 10(b), 11, or 1iBisfform, within one business day of receipt affstequest, and to send the incorporated
documents by first class mail or other equally ppomeans. This includes information contained inufoents filed subsequent to the
effective date of the registration statement thhotlhg date of responding to the request.

5. Each of the undersigned registrants hereby takk=s to supply by means of a post-effective amemdmll information concerning a
transaction, and the company being acquired inebthierein, that was not the subject of and includdtie registration statement when it
became effective.

6. Each of the undersigned registrants hereby tas that:

a) For purposes of determining any liability untlex Securities Act, the information omitted frone florm of prospectus filed as part of this
Registration Statement in reliance upon Rule 4306& @ntained in a form of prospectus filed by MRfspant to Rule 424(b)(1) or (4) or
497(h) under the Securities Act shall be deemdzktpart of the Registration Statement as of the ttrwas declared effective.

b) For the purpose of determining any liability enthe Securities Act, each padtective amendment that contains a form of progseshal
be deemed to be a new Registration Statementnglatithe securities offered therein, and thisrafteof such securities at that time shall be
deemed to be the initial bona fide offering thereof
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, each of the Registrants has duly caussdribgistration Statement to be signed on
its behalf by the undersigned, thereunto duly aiglkd, in Omaha, Nebraska on August 29, 1997.

PETER KIEWIT SONS', INC. PK S HOLDINGS, INC.
/sl MATTHEW J. JOHNSON /sl THOMAS C. STORTZ
By: By :
Matthew J. Johnson Thomas C. Stortz
Vice President--Legal Vice President
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PETER KIEWIT SONS', INC. DIRECTORS AND OFFICERS
POWER OF ATTORNEY

Each of the undersigned officers and directorsetéPKiewit Sons', Inc. hereby severally constigdad appoints James Q. Crowe and
Matthew J. Johnson and each of them as the attiineiact for the undersigned, in any and all cépes; with full power of substitution, to
sign any and all pre- or post- effective amendmtmthis Registration Statement, any subsequenisRation Statement for the same offering
which may be filed under Rule 462(b) under the 8tea Act of 1933 and any and all pre- or poskefive amendments thereto, and to file
the same with exhibits thereto and other documiantennection therewith, with the Securities andttange Commission, granting unto said
attorney-in-fact, and each of them, full power amthority to do and perform each and every actthimg) requisite and necessary to be done
in and about the premises, as fully to all inteartd purposes as he might or could do in persoeplyantifying and confirming all that each
said attorney-in-fact, or either of them, may lallyfdo or cause to be done by virtue hereof.

Pursuant to the requirements of the SecuritiesoA&033, this Registration Statement has been diggehe following persons in the
capacities and on the dates indicated.

S| GNATURE TI TLE DATE
/'s/ WALTER SCOTT, JR Chai rman of the Board and August 29, 1997
------------------------------ Presi dent
Wal ter Scott, Jr. (Principal Executive

O ficer and
Princi pal Fi nanci al

O ficer)
/sl WLLIAM L. GREWCOCK Vi ce Chairman and Director August 29, 1997
""" Wiliaml. Gewcock
/'s/ KENNETH E. STI NSON Executive Vice President August 29, 1997

------------------------------ and Director
Kenneth E. Stinson

/'s/ ERIC J. MORTENSEN Control | er August 29, 1997
------------------------------ (Principal Accounting
Eric J. Mrtensen O ficer)
/'s/ RI CHARD GEARY Di rector August 29, 1997

Ri chard Geary

/'s/ RICHARD R JARCS Director August 29, 1997

Ri chard R Jaros

/sl GEORGE B. TOLL, JR Director August 29, 1997

George B. Toll, Jr.

/'s/ RICHARD W COLF Di rector August 29, 1997

Ri chard W Col f

/'s/ BRUCE E. GREWCOCK Director August 29, 1997

Bruce E. G ewcock

/sl TAIT P. JOHNSON Director August 29, 1997

Tait P. Johnson
/'s/ ALLEN K. KI RK\OOD Director August 29, 1997

Allen K. Kirkwood
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SIGNATURE TITLE

/sl JAMES Q. CROWE Director

James Q. Crowe

/sl ROBERT B. DAUGHERTY Director

Robert B. Daugherty

/sl CHARLES M. HARPER Director

Charles M. Harper

/s/ PETER KIEWIT, JR. Director

Peter Kiewit, Jr.
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PKS HOLDINGS, INC. DIRECTORS AND OFFICERS
POWER OF ATTORNEY

Each of the undersigned officers and directorski Poldings, Inc. hereby severally constitutes apdoints Kenneth E. Stinson and Thot

C. Stortz and each of them as the attorneyfséhfor the undersigned, in any and all capacitigth full power of substitution, to sign any &

all pre- or post- effective amendments to this Begtion Statement, any subsequent Registratider8éant for the same offering which may
be filed under Rule 462(b) under the Securitiesd@933 and any and all pre- or paftective amendments thereto, and to file the saitte
exhibits thereto and other documents in connedtierewith, with the Securities and Exchange Comigrisgranting unto said attorney-in-
fact, and each of them, full power and authoritgdoand perform each and every act and thing requiad necessary to be done in and abou
the premises, as fully to all intents and purp@seke might or could do in person, hereby ratifiandg confirming all that each said attorney-
in-fact, or either of them, may lawfully do or caus be done by virtue hereof.

Pursuant to the requirements of the SecuritiesoA&033, this Registration Statement has been diggehe following persons in the
capacities and on the dates indicated.

S| GNATURE TITLE DATE

------------------------------ Di rect or August 29, 1997
Wal ter Scott, Jr.
/'s/ KENNETH E. STI NSON Presi dent (Principal
------------------------------ Executive O ficer) and August 29, 1997
Kenneth E. Stinson Di rector
/'s/ Rl CHARD GEARY
------------------------------ Executive Vice President August 29, 1997
Ri chard CGeary and Director
/sl GEORGE B. TOLL, JR
------------------------------ Executive Vice President August 29, 1997
George B. Toll, Jr. and Director
/'s/ BRUCE E. GREWCOCK
------------------------------ Executive Vice President August 29, 1997
Bruce E. Grewcock and Director
/'s/ THOVAS C. STORTZ
------------------------------ Vi ce President and August 29, 1997
Thomas C. Stortz Di rector
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S| GNATURE TITLE DATE

------------------------------ Di rect or August 29, 1997
Ri chard W Col f
/sl TAIT P. JOHNSON
------------------------------ Di rect or August 29, 1997
Tait P. Johnson
/sl ALLAN KEI TH KI RKWOOD
------------------------------ Di rect or August 29, 1997
Al'lan Keith Kirkwood
/sl WLLIAM L. GREWCOCK
------------------------------ Di rect or August 29, 1997
WlliamL. G ewcock
/sl JAMES Q CROVE
------------------------------ Di rect or August 29, 1997
James Q Crowe
/'s/ PETER KIEWT, JR
------------------------------ Di rect or August 29, 1997
Peter Kiewit, Jr.
/'s/ KENNETH JANTZ Vice President and
------------------------------ Treasurer (Principal August 29, 1997
Kennet h Jant z Accounting O ficer)
/'s/ STEPHEN SHARPE
------------------------------ Vice President (Principal August 29, 1997
St ephen Shar pe Fi nancial O ficer)
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EXHIBIT NO.

2.1* Form of Separation Agreement bet

2.2 Form of Warrant Agreement

3.1 Restated Certificate of Incorpor
3.1 to the PKS Annual Report o
1996 which incorporates by ref
Form 10-K for the fiscal year

3.2 Amended and Restated By-laws of
the PKS Annual Report on Form
which incorporates by referenc
10-K for the fiscal year ended

3.3 Form of Proposed Second Restated
Diversified Holdings, Inc.) (i
Prospectus contained herein)

3.4*  Form of Proposed Amended and Res

3.5 Certificate of Incorporation of

3.6 By-laws of PKS Holdings

3.7 Form of Proposed Restated Certif
Appendix D to the Proxy Statem

3.8* Form of Proposed Restated By-law
5*  Opinion of Willkie Farr & Gallag
the Warrants and the Diversifi
Warrants

15 Letter of Coopers & Lybrand L.L.
information of PKS and Kiewit

23.1 Consent of Coopers & Lybrand L.L
statements

23.2* Consent of Willkie Farr & Gallag
23.3* Consent of Gleacher NatWest, Inc
24 *  Powers of Attorney (included on
99.1* Tax Allocation Agreement between
99.2* Executive Retention Agreement am
99.3 Consent of R. Douglas Bradbury
99.4 Consent of Robert E. Julian

99.5 Consent of David C. McCourt

99.6 Consent of Michael B. Yanney

99.7* Opinion of Gleacher NatWest, Inc

* To be Filed by Amendmet

EXHIBIT INDEX

SEQUENTIAL
DESCRIPTION PAGE NO.

ween PKS Holdings and PKS

ation of PKS (incorporated by reference to Exhibit

n Form 10-K for the fiscal year ended December 28,
erence to Exhibit 3.1 to the PKS Annual Report on
ended December 28, 1991)

PKS (incorporated by reference to Exhibit 3.4 to
10-K for the fiscal year ended December 28, 1996

e to Exhibit 3.4 to the PKS Annual Report on Form
December 26, 1992)

Certificate of Incorporation of PKS (renamed
ncluded as Appendix E to the Proxy Statement/Joint
tated By-laws of PKS

PKS Holdings

icate of Incorporation of PKS Holdings (included as
ent/Joint Prospectus contained herein)

s of PKS Holdings

her relating to legality of the PKS Holdings stock,
ed Holdings Stock issuable upon exercise of the
P. relating to unaudited pro forma financial

Construction and Mining Group

.P. relating to PKS and PKS Holdings financial

her (included in its opinion filed as Exhibit 5)

signature pages)

PKS and PKS Holdings

ong James Q. Crowe, PKS and KDG



WARRANT AGREEMENT

between

PETER KIEWIT SONS', INC.

and

Warrant Agent
Warrants to Purchase Class D Diversified Group @dible Exchangeable Common Stock, par value $.@@25hare
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WARRANT AGREEMENT

This WARRANT AGREEMENT (the "Agreement") is datesl af , 1998, between PETER KIEWIT SONSCG.| a Delaware
corporation (the "Company"), and ,a , @s warrant agent (tlzgram Agent").
WHEREAS, pursuant to that certain Separation Ageger(the "Separation Agreement”), dated as of , 1997 between the Company

and PKS Holdings, Inc., a Delaware corporation (8PKthe Company has agreed to (i) issue as aatiddthe "Distributing Dividend") to
the holders of its Class C Construction & MiningoGp Restricted Redeemable Convertible Exchangé&admemon Stock, par value $0.0625
per share ("Old Class C Stock"), on a pro ratashasi aggregate of up to Warrants\(faerants"), each Warrant entitling t
holder thereof to purchase one share (a "Shardlleo€ompany's Class D Diversified Group Convestibkchangeable Common Stock, par
value $.0625 per share, which the Company will segieate (the "Redesignation”), following the Cl@sExchange (as defined below), as its
Common Stock, par value $.01 per share (both befiodeafter the Redesignation, the "Common Stoakd) (@) attach eight-tenths of one
Warrant to each share of Class C Stock (as defimgtsjanding on the date of such dividend; WHERE#Bsuant to the Separation
Agreement and Article Fourth 111(d)(1) of the Conmy& Restated Certificate of Incorporation, the @any shall, after the Distributing
Dividend, exchange one share of common stock, plaev$.01 per share, of PKS ("New Class C Stoak"gfch outstanding share of Old
Class C Stock (the "Class C Exchange"); and

WHEREAS, the Warrant Agent, at the request of tbenflany, has agreed to act as the agent of the Gonipa@onnection with the issuance,
registration, transfer, exchange and exercise af&nits;

NOW, THEREFORE, in consideration of the premises imnutual agreements herein set forth, the pargesth agree as follow

SECTION DEFINITIONS. Unless otherwise defined herd¢he terms defined in the introductory paragrapth the Recitals to this Agreem
shall have the respective meanings specified theageid the following terms shall have the meansmgeified below:

"Affiliate" shall have the meaning given to it iruR 405 promulgated under the Securities Act.

"Attached Transfer" shall mean the simultaneousstier to the same transferee of a Warrant (oritlat¢hereof) and the share of Class C
Stock to which suc



Warrant is attached; PROVIDED THAT such transfesw¢h share of Class C Stock is permitted by thstd®ed Certificate of Incorporation.
"Base Discount" shall mean $25.00, subject to adjast as provided in Section 16 hereof.
"Base Price" shall mean $82.00 per share, sulpeaijustment as provided in Section 16 hereof.

"Business Day" means any day other than a Satued@ynday or a day on which banking institutionthan City of New York, the city in
which the Warrant Agent maintains its office in aatance with Section 7(b) hereof or at a placeayhmpent are authorized by law, regulation
or executive order to remain closed.

"Cashless Exercise Ratio" means a fraction, theematar of which is the Fixed Dollar Discount usedtalculating the Exercise Price in eff
on the Exercise Date, and the denominator of wisithe Trading Price used in calculating the Exserérice in effect on the Exercise Date.

"Change of Control" shall mean the occurrence gfafrthe following:

(i) the sale, lease, transfer, conveyance or aisposition (other than by way of merger or corgation), in one or a series of related
transactions, of all or substantially all of theets of the Company and its subsidiaries takervdsote, to any "person” (as such term is used
in

Section 13(d)(3) of the Exchange Act); (ii) the pfilon of a plan relating to the liquidation or disgion of the Company; (iii) the
consummation of any transaction (including, withiimitation, any merger or consolidation) the résilwhich is that any "person” (as
defined above), becomes the "beneficial owners(eh term is defined in Rule 13d-3 and Rule 13diden the Exchange Act), directly or
indirectly, of more than

[ 1% of the total outstanding voting power of ther@pany; or (iv) the first day on which a majoritiytbe members of the board of directors of
the Company are not Continuing Directors.

"Class C Stock" shall mean (i) prior to the ClasEx€hange, Old Class C Stock, and (ii) after thes€IC Exchange, New Class C Stock.

"Continuing Director" shall mean, as of any datelefermination, any member of the board of directdrthe Company who (i) was a
member of such board of directors immediately foltay the consummation of the Class C Exchange)owéis nominated for election or
elected to such board of directors with the apdrofra majority of
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the Continuing Directors who were members of suzdrd of directors at the time of such nominatiorlection.

"Current Trading Value" of any Publicly Traded seiguon a given date shall mean the arithmetic mafathe daily Mean Reported Prices of
such security for each Business Day during theogesommencing on the fourteenth Business Day piegexlich date and ending on such
date.

"Effective Date" shall mean the date of the ocaureeof the Distributing Dividend.
"Exchange Act" shall mean the Securities ExchangeofA1934.

"Exercise Conditions" shall mean, with respectdRrercise or transfer of a given Warrant (or frattioereof), (i) the occurrence of an
Exercise Event with respect to such Warrant, aidh@ receipt by the Warrant Agent of the reladedumentation required by Section 7 or
Section 9 hereof, as applicable.

"Exercise Date" shall mean, for a given Warrarg,day on which such Warrant is exercised pursuaSettion 9 hereof.

"Exercise Event" shall mean, with respect to agiWwarrant (or fraction thereof), the occurrencéhef earliest of: (i) the repurchase or
redemption by the Company or PKS of the share a§€C Stock to which such Warrant is attachedth@)exchange of the share of Class C
Stock to which such Warrant is attached into arratheess of securities of PKS intended to be isqurédarily to persons leaving employment
of PKS; (iii) April 15, 2006; and (iv) a Change @bntrol.

"Exercise Price" shall mean, as of any given dat Exercise Price set forth in the most recenté&se Price Certificate delivered to, or
prepared by, the Warrant Agent pursuant to Seditbhereof prior to such date, subject to any adjast required by Section 10(b) or Sec:
16 hereof.

"Exercise Price Certificate" shall mean either @de Exercise Price Certificate or a Public ExegdPrice Certificate.

"Fixed Dollar Discount" shall mean (i) in the evénat the Trading Price is greater than or equéti¢cdBase Price, the Base Discount; (ii) in
the event that the Trading Price is less than #eeBPrice, an amount equal to the Base Discountstire amount by which the Base Price
exceeds the Trading Price; PROVIDED, HOWEVER, thato
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event shall the Fixed Dollar Discount be less thattie Minimum Discount.
"Investment Bank" shall mean any investment bastiedi on Schedule | hereto.

"Mean Reported Price" shall mean on a given dal véispect to any Publicly Traded security, theharétic mean between the highest
reported asked price and the lowest reported big pin each case regular way, for such securityeported on the Composite Quotation
System, or, if such security is not reported onGoenposite Quotation System, on the principal mafigecurities exchange on which such
security is listed or admitted to trading, or ithusecurity is not listed or admitted to tradingamy national securities exchange, reported by
the Nasdaq National Market or Nasdag SmallCap Madseappropriate, or a similar organization if 8&cpis no longer reporting such
information.

"Minimum Discount " shall mean $15.00, subject éjuatment as provided in Section 16 hereof.

"NASD" shall mean the National Association of Séibess Dealers, Inc.

"Permitted Transfer" shall mean any transfer ofaiht to the Company or any designee of the Cognpan

"PKS Certificate" shall mean a duly completed axelcaited certificate of the PKS Stock Registrathiaform of Exhibit B hereto.
"Pricing Terms" shall mean the Base Discount, Brsge and Minimum Discount.

"Private Exercise Period" shall mean the 20-dajogezommencing on the first day following the Watrdgent's mailing to the registered
holders of the Warrants of a Private Exercise Riedificate.

"Public Exercise Period" shall mean the period fieomd including the first Business Day of each adéemonth, through and including the
sixth day thereafter, except for the calendar maofthpril 2010, in which the Public Exercise Perisltall end on April 15, 2010.

"Publicly Traded" shall mean, with respect to aagwsity, if such security is listed on a nationadgrities exchange, or is traded on the
Nasdaq National Market System or the Nasdaq SmaMarket, and has been so listed or traded fazaadt|15 Business Days prior to
date in question.
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"Restricted Period Termination Date" shall mearthwéspect to a given Warrant, the date on whiehBxkercise Conditions with respect to
such Warrant have been satisfied.

"Securities Act" shall mean the Securities Act 883, as amended.
"Transfer Agent" shall mean the transfer agenttierCompany's Common Stock.
"Warrant Certificates" shall mean the certificategdencing the Warrants, substantially in the fafniExhibit A hereto.

Section 2 APPOINTMENT OF WARRANT AGENT. As of thdféctive Date, the Company hereby appoints the WdrAgent to act as
agent for the Company in accordance with the igsitvas hereinafter in this Agreement set forth; greWarrant Agent hereby accepts such
appointment, upon the terms and conditions herinaét forth.

Section 3. AMOUNT ISSUED; DISTRIBUTION TO HOLDERSFIXCLASS C STOCK.

(a) Subject to the provisions of this Agreementriafats to purchase an aggregate of up to ( ) Shares shall be issued
and delivered by the Company hereunder.

(b) The Company shall issue Warrants to each hafl®ld Class C Stock pursuant to the Distributidigidend on a pro rata basis, and att
eight-tenths of a Warrant to each outstanding sba@ld Class C Stock. Pursuant to the Separatigre@dment, PKS shall, subject to certain
conditions, conduct the Class C Exchange aftebibtributing Dividend. Upon the occurrence of thiass C Exchange, a Warrant (or frac
thereof) attached to a share of Old Class C Sthak,automatically, and without further action ¢émyon behalf of the Company, PKS, the
Warrant Agent or the holder of such Warrant, OldsSIC Stock or New Class C Stock, attach to theesifaNew Class C Stock for which
such share of Old Class C Stock was exchanged.

(c) Except as described in Section 3(b), a War@nftraction thereof) shall detach from the shdr€lass C Stock to which it is attached only
upon the occurrence of the Exercise Condition wepect to such Warrant (or fraction thereof.

(d) The Company shall only deliver Warrant Certfies representing Warrants after the occurrenteeoflass C Exchange. As promptly as
practicable following
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the Class C Exchange, the Company shall mail tb esmord holder of Old Class C Stock as of theotiffe date of Class C Exchange,
appropriate documentation for such holder to usimendering to the Company the certificates whégresented such holder's Old Class C
Stock in exchange for (x) a certificate representire number of shares of New Class C Stock tolwkicch holder is entitled pursuant to the
Class C Exchange and

(y) certificates representing the Warrants attadbatiose shares of New Class C Stock. The Comglaaly mail, as promptly as practicable
after the Class C Exchange, to each registereaghofd/Varrants who is not at that time a registeneder of New Class C Stock, at such
holder's address appearing on the Warrant Registralarrant Certificates representing such hatdéfarrants.

Section 4. FORM OF WARRANT CERTIFICATES.

(a) Warrant Certificates to be delivered pursuanhis Agreement shall be in registered form oifitye Warrant Certificates and the forms of
election to purchase Shares and of assignmentlshall substantially the form set forth in ExhiBitereto together with such appropriate
insertions, omissions, substitutions and otherati@mms as are required or permitted by this Agregrend may have such letters, numbers or
other marks of identification and such legendsmutoesements placed thereon as may be requiredrtplgavith any law or with any rules
made pursuant thereto or with any rules of any rééesiexchange or as may, consistently herewithjdtermined by the officers executing
such Warrants, as evidenced by their executiohefarrants.

(b) After the Distributing Dividend and Class C Bange, and prior to the occurrence of the ExefCedition with respect to a given
Warrant (or fraction thereof), any Warrant Certiie issued to represent such Warrant (or fractiereof) shall contain the following legend
(the "Attachment Legend"):

THE WARRANTS REPRESENTED BY THIS CERTIFICATE HAVEEEN ATTACHED TO SHARES OF COMMON STOCK ("CLASS
C STOCK") OF PKS HOLDINGS INC. ("PKS") REPRESENTHY STOCK CERTIFICATE NO. . THE WARRANTS
REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO REHHGTTIONS ON EXERCISABILITY AND TRANSFER AS SET
FORTH IN THE WARRANT AGREEMENT DATED AS OF , 1998 BETWEEN THE COMPANY AND , AS
WARRANT AGENT. PRIOR TO THE OCCURRENCE OF THE RESTHED PERIOD TERMINATION DATE (AS DEFINED IN THE
WARRANT AGREEMENT) WITH RESPECT TO EACH WARRANT REFESENTED HEREBY, EXCEPT IN A TRANSFER TO THE
COMPANY (OR DESIGNEE
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THEREOF), SUCH WARRANTS MAY ONLY BE TRANSFERRED AS PROVIDED IN THE
WARRANT AGREEMENT.

Section 5. EXECUTION OF WARRANT CERTIFICATES. WantzCertificates shall be signed on behalf of thenfany by its Chairman of
the Board of Directors, its Chief Executive Officés President, a Vice President or its Treasangr attested by its Secretary or Assistant
Secretary, under its corporate seal. Each suclasiomupon the Warrant Certificates may be in thenfof a facsimile signature of the current
or any future Chairman of the Board, Chief Executifficer, President, Vice President, Treasurecr&ary or Assistant Secretary and may
be imprinted or otherwise reproduced on the War€attificates and for that purpose the Company atnpt and use the facsimile signature
of any person who shall have been Chairman of tteed® Chief Executive Officer, President, Vice Rient, Treasurer, Secretary or Assis
Secretary, notwithstanding the fact that at thetihe Warrant Certificates shall be countersigmeticelivered or disposed of such person
shall have ceased to hold such office. The setdeoCompany may be in the form of a facsimile tbEemd may be impressed, affixed,
imprinted or otherwise reproduced on the Warrantifizates.

If any officer of the Company who shall have sigiaeg of the Warrant Certificates shall cease teumh officer before the Warrant
Certificates so signed shall have been counterdiggeghe Warrant Agent or disposed of by the Corgpanch Warrant Certificates
nevertheless may be countersigned and deliverdisposed of as though such person had not ceasedstach officer of the Company; and
any Warrant Certificate may be signed on behathefCompany by any person who, at the actual dateeexecution of such Warrant
Certificate, shall be a proper officer of the Compé#o sign such Warrant Certificate, although atdhate of the execution of this Agreement
any such person was not such officer.

Section 6. REGISTRATION AND COUNTERSIGNATURE. WantCertificates shall be manually countersigned dateéd the date of
countersignature by the Warrant Agent and shalbeotalid for any purpose unless so countersighld.Warrant Certificates shall be
numbered and shall be registered in a register'(ftarant Register") to be maintained by the Watrsgent.

The Warrant Agent's countersignature on all War€attificates shall be in substantially the formfseth in Exhibit A hereto.

The Company and the Warrant Agent may deem antthreaegistered holder of a Warrant Certificatéhesabsolute owner thereof
(notwithstanding any notation of ownership or otiveiting thereon made by anyone), for the purpdsany exercise
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or transfer thereof and for all other purposes, mgither the Company nor the Warrant Agent shaliffected by any notice to the contrary.
Section 7. REGISTRATION OF TRANSFERS AND EXCHANGES

(a) No Warrant may be transferred prior to the €@€xchange. Following the Class C Exchange aiod farthe occurrence of the Restric
Period Termination Date for a given Warrant (ocfian thereof), the Warrant Agent shall not registey transfer of the Warrant Certificate
representing such Warrant (or fraction thereofyegt an Attached Transfer or a Permitted Trangfey.transfer of a Warrant prior to such
date, except an Attached Transfer or a Permittadsfer, shall be void and of no effect. For purpasfehis Agreement, neither the Class C
Exchange nor the attachment of Warrants (or frastibereof) to New Class C Stock upon the occug@fithe Class C Exchange shall be
considered a transfer of Warrants.

Following the occurrence of the Class C Exchangkthe Restricted Period Termination Date for agiearrant, and until the Close of
Business on the Expiration Date (as defined), tlaerdnt Agent shall from time to time register thansfer of the Warrant Certificate
representing such Warrant in the Warrant Regisfgon surrender of such Warrant Certificate, dulgazaed, with the assignment form on
reverse thereof duly completed and duly signechbyrégistered holder or holders thereof or by tilg dppointed legal representative thereof
or by a duly authorized attorney, such signatuteetguaranteed by (a) a bank or trust companyg tpker or dealer that is a member of the
NASD, (c) a member of a national securities excleafd) by an "eligible guarantor institution" adided under Rule 17A-15 promulgated
under the Exchange Act or (e) PKS (in the casetrdrasferor who is a holder of Class C Stock), @nequired by the terms of such
assignment form, accompanied by a duly completeldeaecuted PKS Certificate.

In the event of an Attached Transfer or a Permittethsfer of a Warrant following the Class C Exdp@mand prior to the Restricted Period
Termination Date of such Warrant, the Warrant Agdall register such Attached Transfer or Permittethsfer of the Warrant Certificate
representing such Warrant in the Warrant Regisfon surrender of such Warrant Certificate, dulazsed, with the assignment form on
reverse thereof duly completed and duly signecheyrégistered holder or holders thereof or by tilg dppointed legal representative thereof
or by a duly authorized attorney, such signaturgetguaranteed as provided in the preceding pashgaad, if required by
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the terms of such assignment form, accompaniedduyacompleted and executed PKS Certificate.
Upon any such registration of transfer, a new Wdr@Gertificate shall be issued to the transferee.

(b) Warrant Certificates may be exchanged at thi®opf the holder or holders thereof, when sureged to the Warrant Agent at its offices
or agency maintained in New York, New York (or atls other offices or agencies as may be desighmtéide Agent) for the purpose of
exchanging, transferring and exercising Warrant®\(arrant Agent Office"), or at the offices of asyccessor Warrant Agent as provided in
Section 21 hereof, for another Warrant Certifiaatether Warrant Certificates of like tenor andressgnting in the aggregate a like number of
Warrants; provided, however, that prior to the Retstd Period Termination Date with respect toegiWarrant (or fraction thereof), the
Warrant Certificate representing such Warrant may be exchanged pursuant to this Section 7(bdiifi i) such exchange is simultaneous
with the exchange of the share certificate reprisgihe share of Class C Stock to which such Waifar fraction thereof) is attached, and
(il) such Warrant Certificate is accompanied byulyadompleted and executed PKS Certificate.

(c) The Warrant Agent is hereby authorized to cersigin, in accordance with the provisions of Sec@iand of this Section 7, and deliver
new Warrant Certificates required pursuant to tleerigions of this Section, and for the purposerof distribution of Warrant Certificates
contemplated by Section 13.

Section 8. DURATION; EXERCISE CONDITIONS

(&) The Warrants shall expire at 5:00 p.m. New Y®ity Time (the "Close of Business") on (i) Octold&, 1998 (or such later date as may be
determined by the Board of Directors of the Compaifiyhe Class C Exchange has not occurred orrior o such date or (ii) April 15, 201

if the Class C Exchange occurred on or prior tooBet 15, 1998 (or such date after October 15, H898ay be determined by the Board of
Directors of the Company) (such date of expirabemg herein referred to as the "Expiration DatAfjer the Close of Business on the
Expiration Date, no Warrant may be exercised ardMarrants will be void and of no value. No Warnanaty be exercised except as set forth
in paragraphs (b) and (c) below.

(b) In the event that the Common Stock is not RUpliraded, each Warrant for which the Exercise ditions have
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been met may be exercised on any Business Daygdaniy Private Exercise Period following Decemberl®D9.

(c) In the event that the Common Stock is Publigigded, each Warrant for which the Exercise Comditihave been met may be exercised
on any Business Day during any Public Exerciseddeonllowing such period of at least 90 but lessnti80 days after the date on which the
Common Stock first becomes Publicly Traded, asibmpany may determine if so requested by an undtervaf Common Stock in
connection with an initial public underwritten ofifieg thereof.

Section 9. EXERCISE OF WARRANTS.

(a) Subject to the provisions of this Agreemertjuding Section 16, each Warrant shall entitlettbkler thereof to purchase from the
Company (and the Company shall issue and selldi kalder of a Warrant) one fully paid and nonasaele share of Common Stock at a
price equal to the Exercise Price then in effezadjusted pursuant to

Section 16 hereof.

(b) A Warrant may be exercised upon (i) surrendghé Warrant Agent at a Warrant Agent Office @& Warrant Certificate evidencing such
Warrant, with the form of election to purchase loa teverse thereof duly completed, and signed &yebistered holder or holders thereof or
by the duly appointed legal representative theoedfy a duly authorized attorney, such signatureetguaranteed by a bank or trust comp
by a broker or dealer which is a member of the NABYDa member of a national securities exchand®y ®KS (in the case of a holder whc

a holder of Class C Stock), and, if required bytdrens of such form of election, accompanied bK& Eertificate, and (ii) payment to the
Warrant Agent for the account of the Company, efftxercise Price in effect on the Exercise Dataffemumber of Shares in respect of
which such Warrants are being exercised.

(c) Such payment shall be made (i) in cash or bjfieel or official bank check payable to the ordéithe Company or by wire transfer of
funds to an account designated by the Companyufdr purpose, (ii) without the payment of cash, blivering share certificates, duly
endorsed for transfer, representing such numbsharfes of Common Stock as shall equal

(a) the amount of such payment divided by (b) thedihg Price used in calculating the Exercise Friceffect on the Exercise Date or (iii)
without the payment of cash, by reducing the nunalf&@hares that would be obtainable upon the esewi a Warrant and payment of the
Exercise Price in cash so as to yield a numbeharfes upon the exercise of such Warrant
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equal to the product of (a) the number of Shamsaisle as of the Exercise Date upon the exercisaabf Warrant (if payment of the Exercise
Price were being made in cash) and (b) the Cashblemcise Ratio. An exercise of a Warrant in acanog with clause (ii) of the preceding
sentence is herein referred to as a "Share Exéanigkan exercise of a Warrant in accordance wahse (iii) of such sentence is herein
referred to as a "Cashless Exercise." Upon surresfdee Warrant Certificate representing more os l&n one Warrant in connection with
holder's option to elect a Cashless Exercise, tineber of shares of Common Stock deliverable upBashless Exercise shall be equal to the
number of shares of Common Stock issuable uposxtbecise of Warrants that the holder specifies@ime exercised pursuant to a Cashless
Exercise multiplied by the Cashless Exercise Ratiloprovisions of this Agreement shall be applieatvith respect to a surrender of a
Warrant Certificate pursuant to a Share Exercise Gashless Exercise for less than the full nurob¥arrants represented thereby.

(d) Upon such surrender of a Warrant Certificate payment of the Exercise Price, the Warrant Agbatl requisition from the Transfer
Agent for issuance and delivery to or upon thetemitorder of the registered holder of such War@entificate and in such name or names as
such registered holder may designate, a certifioatertificates for the Share or Shares issugbta uhe exercise of the Warrant or Warrants
evidenced by such Warrant Certificate. Such cedié or certificates shall be deemed to have Is=ered and any person so designated to be
named therein shall be deemed to have become ttertad record of such Share or Shares as of tteeafasuch surrender of such Warrant
Certificate duly executed and payment of the Exerélrice. Subject to the terms of this Agreemeratirsnts evidenced by a Warrant
Certificate shall be exercisable, at the electibthe registered holder thereof, either as an etytior from time to time for a portion of the
number of Warrants specified in the Warrant Cexdife. If less than all of the Warrants evidencea byarrant Certificate surrendered upon
the exercise of Warrants are exercised at any piiog to the Expiration Date, a new Warrant Cegtife or Certificates shall be issued for the
remaining number of Warrants evidenced by the Wiu@zrtificate so surrendered, and the Warrant Agenereby authorized to counters
the required new Warrant Certificate or Certifisapairsuant to the provisions of Section 8 andSeistion 9.

(e) The Warrant Agent shall account promptly to@uenpany with respect to Warrants exercised andwoently pay or deliver to the
Company all moneys and other consideration recdiyeition the purchase of Shares through the ese@i Warrants.
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Section 10. DETERMINATION OF EXERCISE PRICE; OBLIGFON OF THE COMPANY TO PROVIDE EXERCISE PRICE
CERTIFICATES AND APPRAISALS

(a) The Exercise Price, Trading Price and Fixeddd@iscount used for any purpose, including withgect to the exercise of a Warrant, ¢
be as set forth in the most recent Exercise Prarificate, and shall in any case be as adjustesupnt to Section 16 hereof.

(b) The "Exercise Price" for a Warrant set fortleath Exercise Price Certificate shall be equé) tihe Trading Price set forth in such
Exercise Price Certificate, minus (ii) the FixedllBoDiscount with respect to such Trading Priaghjsct to adjustment as set forth in
Section 16 hereof; provided, however, that in nenéshall such Exercise Price be less than $.01.

(c) If, at the end of any fiscal year of Compangibaing with the fiscal year ended December __ 9199 Common Stock is not Publicly
Traded, the Company shall, no earlier than thealgnlb nor later than February 28 immediately folleg the end of such fiscal year, prov
to the Warrant Agent a certificate (the "PrivateeEexse Price Certificate") in the form of Exhibith@reto, signed by two officers of the
Company, setting forth the Exercise Price, Tradinige and Fixed Dollar Discount as of the end ehsfiscal year, calculated in each case
pursuant to this Section 10(c). In addition, if ma@ge of Control occurs when the Common Stock iPnblicly Traded, the Company shall
within __ days following such Change of Contrabyide to the Warrant Agent a Private Exercised@ertificate, signed by two officers of
the Company.

The "Trading Price" set forth in such Private ExadPrice Certificate shall be the Appraised Vaetforth in the most recent Appraisal (as
defined) delivered to the Company and approvedbyBoard of Directors.

If, at the end of any fiscal year of the Comparsgihning with the fiscal year ended December _991¢he Common Stock is not Publicly
Traded, the Company shall cause to be preparedelivetred to the Board of Directors, and approvedhe Board of Directors, prior to the
February 28 immediately following the end of suisitl year, an appraisal (an "Appraisal") of the gieare value of the Common Stock as of
the last day of such fiscal year by an InvestmenniiBselected by the Board of Directors. If a Chanfg€ontrol occurs when the Common
Stock is not Publicly Traded, the Company shalkesato be prepared and delivered to the Board @fdiirs and approved by the Board of
Directors, within days following such Chand&ontrol, an Appraisal of the per share valuehef Common
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Stock as of the date of such Change of Controlh$weestment Bank shall determine the per shamgeval the Common Stock as if the
Common Stock was Publicly Traded and shall subughgper share value to the Board of Directorstiapproval. The value per share of
Common Stock as set forth in the Appraisal and @aga by the Board of Directors shall be the "Apgedi Value."

As promptly as practicable following its receiptasfy Private Exercise Period, the Warrant Agenli shase to be given to each of the
registered holders of the Warrants at such holdeldsess appearing on the Warrant Registrar a abgych Private Exercise Price Certificate
by first class mail, postage prepaid.

(d) During any period in which the Common StocPRislicly Traded, the Company shall, on the lastiBess Day of each calendar month,
provide to the Warrant Agent a certificate (theBlRuExercise Price Certificate™) in the form oflikit D hereto, signed by two officers of
the Company, setting forth the Exercise Price, in@géPrice and Fixed Dollar Discount as of the CloEBusiness on such Business Day
calculated in each case pursuant to this Sectia)10

The "Trading Price" set forth in such Public ExeecPrice Certificate shall be equal to the Curfeatling Value of one share of Common
Stock as of the Close of Business on the last BgsiDay of the prior calendar month. Notwithstagdinything herein to the contrary, if,
during any period being used to calculate suchérfrading Value (the "Calculation Period"), amgmrt has occurred to cause the number
of Shares issuable upon the exercise of any WaitteExercise Price and/or the Pricing Terms tadjaested pursuant to Section 16 hereof
(an "Adjustment Event"), the Company shall in gdaith determine such Current Trading Value so agite pro forma effect to the
Adjustment Event immediately prior to the CalcwdatPeriod.

The Warrant Agent shall provide any registered éoltf Warrants with a copy of any Public Exercisie® Certificate upon written request.

(e) All calculations and determinations requiredh¢omade by the Company pursuant to this Secticghal be made by the Company in g
faith. All such calculations and determinationslisba conclusive unless otherwise specifically pded hereby.

Section 11. CANCELLATION OF WARRANTS. If the Compashall purchase or otherwise acquire WarrantsyWherant Certificates
representing such Warrants shall thereupon be
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delivered to the Warrant Agent and be canceled bgd retired. The Warrant Agent shall cancel adirkéint Certificates surrendered for
exchange, substitution, transfer or exercise inlevboin part. Such canceled Warrant Certificates|ghereafter be disposed of in a manner
satisfactory to the Company.

Section 12. PAYMENT OF TAXES. The Company will paly documentary stamp taxes attributable to thiainssuance of Warrants and of
the Shares upon the exercise of Warrants; PROVIDE#R,the Company shall not be required to paytaryr taxes which may be payabli
respect of any transfer involved in the issue gf farrant Certificates or any certificates for Ssin a name other than the registered holder
of a Warrant Certificate surrendered upon the egeraf a Warrant, and the Company shall not beireduo issue or deliver such certificates
unless or until the person or persons requesti@gsguance thereof shall have paid to the Comgangrnount of such tax or shall have
established to the satisfaction of the Companygheh tax has been paid.

Section 13. MUTILATED OR MISSING WARRANT CERTIFICAHS. If any of the Warrant Certificates shall be itated, lost, stolen or
destroyed, the Company may in its discretion isand,the Warrant Agent shall countersign and delimeexchange and substitution for and
upon cancellation of the mutilated Warrant Cerdife; or in lieu of and substitution for the Warr@eitrtificate lost, stolen or destroyed, a new
Warrant Certificate of like tenor and representaimgequivalent number of Warrants, but only uporipgof evidence satisfactory to the
Company and the Warrant Agent of such loss, thefiestruction of such Warrant Certificate and indéynor bond, if requested, also
satisfactory to them. Applicants for such substititarrant Certificates shall also comply with sother reasonable regulations and pay such
other reasonable charges as the Company or thead{a@gent may prescribe.

Section 14. RESERVATION OF SHARES. For the purpafsenabling it to satisfy any obligation to issugafes upon exercise of Warrants,
the Company shall at all times through the ClosBudiness on the Expiration Date, reserve and keapable, free from preemptive rights
and out of its aggregate authorized but unissueckasury shares of Common Stock, the number afeStdeliverable upon the exercise of all
outstanding Warrants, and the Transfer Agent istheirrevocably authorized and directed at all srteereserve such number of authorized
and unissued or treasury shares of Common Stoskadksbe required for such purpose. The Companiykedp a copy of this Agreement on
file with such Transfer Agent and with every tramsfigent for any shares of the Company's capideksssuable upon the exercise of
Warrants pursuant to Section 16. The Warrant Agehéreby irrevocably authorized to requisitiomfrime to time from such Transfer
Agent stock certificates

-14-



issuable upon exercise of outstanding Warrantstleen€ompany will supply such Transfer Agent withydexecuted stock certificates for
such purpose.

Before taking any action that would cause an adjast pursuant to

Section 16 that would result in a reduction of Exercise Price below the then par value (if anythef Shares issuable upon exercise of the
Warrants, the Company will take any corporate acti@mt may, in the opinion of its counsel, be neagsin order that the Company may
validly and legally issue fully paid and nonassbis&hares at the Exercise Price as so adjusted.

The Company covenants that all Shares issued umanise of the Warrants will, upon issuance in adance with the terms of this
Agreement, be fully paid and nonassessable andriveeall taxes, liens, charges and security irsisrereated by or imposed upon the
Company with respect to the issuance and holdieget.

Section 15. OBTAINING OF GOVERNMENTAL APPROVALS ANBTOCK EXCHANGE LISTINGS; PROSPECTUS DELIVERY. So
long as any Warrants remain outstanding, the Cognpélhtake all necessary action (a) to obtain &edp effective any and all permits,
consents and approvals of governmental agencieauwthdrities and to make filings under federal stade securities acts and laws, which
may be or become requisite in connection with fiseance, sale, transfer and delivery of the Waenitificates, the exercise of the Warrants
and the issuance, sale, transfer and deliveryeoStiares issued upon exercise of Warrants, anfit{le) Common Stock is Publicly Traded,
have the Shares, immediately upon their issuanoa agercise of Warrants, listed on each nationairitees exchange, the Nasdag National
Market or the Nasdag SmallCap Market on which tben@on Stock is then listed or traded. So long gsusmexpired Warrants remain
outstanding and if required in order to comply vilie Securities Act or state securities laws, tben@any agrees that it will file such post-
effective amendments to the registration staterfiledt pursuant to the Securities Act with respecthite Warrants (or such other registration
statements or post-effective amendments or suppiesinas may be necessary to permit the Companglivvedto each person exercising a
Warrant a prospectus meeting the requirements afd®el0(a)(3) of the Securities Act and otherwdsenplying therewith, and, if required in
order to comply with the Securities Act or statews#ies laws, will deliver such a prospectus toleauch person.

Section 16. ADJUSTMENT OF PRICING TERMS AND NUMBEDRF SHARES PURCHASABLE OR NUMBER OF WARRANTS. The
Pricing Terms, the number of Shares purchasabla timexercise of each Warrant and the number afaifs outstanding are subject to
adjustment from time to time upon the occurrencthefevents enumerated in
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this Section 16; PROVIDED, HOWEVER, that no sucjuatiments shall be made as a result of the DigtriguDividend or the Class C
Exchange.

(a) If the Company shall (i) pay a dividend on afiyts shares of capital stock (including Commoac8) in shares of Common Stock, (ii)
subdivide its outstanding shares of Common Staitkcémbine its outstanding shares of Common Stots a smaller number of shares of
Common Stock or (iv) issue any shares of its chpiteck in a reclassification of the Common Stadkl(ding any such reclassification in
connection with a consolidation or merger in whilsé Company is the continuing corporation), the benof Shares purchasable upon
exercise of each Warrant immediately prior thegdtall be adjusted so that the holder of each Wastaall be entitled upon exercise to
receive the kind and number of Shares or othergsuof the Company which such holder would hawsmed or have been entitled to
receive after the happening of any of the evenssriteed above, had such Warrant been exerciseddiatety prior to the happening of such
event or any record date with respect thereto. djnsdment made pursuant to this paragraph

(a) shall become effective immediately after tHea@fve date of such event retroactive to the réctte, if any, for such event.

(b) If the Company shall issue rights, options arrants to all holders of its outstanding Commarck{other than pursuant to the Rights
Agreement dated , 1997 between the Congahy , as Rights Agent, osaogessor or similar
agreement), without payment of additional consitiensby such holders, entitling them (for a peregbiring within 45 days after the record
date mentioned below) to subscribe for or purclshsees of Common Stock at a price per share thawer than the Trading Price as set
forth in the last Exercise Price Certificate deleeto, or prepared by, the Warrant Agent prigthtarecord date mentioned below, the nun
of Shares thereafter purchasable upon the exestsach Warrant shall be determined by multiplyting number of Shares theretofore
purchasable upon exercise of each Warrant by #draof which (i) the numerator shall be the numbi[shares of Common Stock
outstanding] on the date of issuance of such rigiftions or warrants plus the number of additichalres of Common Stock offered for
subscription or purchase, and (ii) the denominsiall be the number of shares of Common Stock andgtg on the date of issuance of such
rights, options or warrants plus the number of ehavhich the aggregate offering price of the totahber of shares of Common Stock so
offered would purchase at the price per share ofi@on Stock equal to the Trading Price as set farthe last Exercise Price Certificate
delivered to,
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or prepared by, the Warrant Agent prior to suclor@date. Such adjustment shall be made wheneebrrghts, options or warrants are
issued, and shall become effective immediatelyhendiate of issuance retroactive to the recordfdatine determination of stockholders
entitled to receive such rights, options or wargsant

(c) If the Company shall distribute to all holdefsts shares of Common Stock evidences of itsbite@ness or assets (excluding dividends or
distributions referred to in paragraph (a) abovejghts, options or warrants or convertible orteegeable securities containing the right to
subscribe for or purchase shares of Common Stoau@ing those referred to in paragraph (b) abotven in each case the number of Sh
thereafter purchasable upon the exercise of eaghavteshall be determined by multiplying the numbkghares theretofore purchasable
upon the exercise of each Warrant, by a fractibmhich the numerator shall be (i) the Trading Brés set forth in the last Exercise Price
Certificate delivered to, or prepared by, the Wiatrrsgent prior to such distribution, and of whit¢tetdenominator shall be (ii) such Trading
Price, less the then fair value (as determinedaddaith by the Board of Directors of the Companhpse determination shall be conclusive
and shall be evidenced by a resolution filed whth Warrant Agent) of the portion of the assetsvitences of indebtedness so distributed or
of such subscription rights, options or warrantsamvertible or exchangeable securities applicabtne share of Common Stock. Such
adjustment shall be made whenever any such diftibis made, and shall become effective on the datistribution retroactive to the
record date for the determination of stockholderitled to receive such distribution.

(d) In the event of any capital reorganization my geclassification of the Common Stock (exceppravided in paragraphs

(a) through (c) above or paragraph (I) below), balgler of Warrants upon exercise thereof shallriiled to receive, in lieu of the Common
Stock to which such holder would have become eutitipon exercise immediately prior to such reogion or reclassification, the shares
(of any class or classes) or other securities apgnty of the Company that such holder would haaenbentitled to receive at the same
aggregate Exercise Price (as in effect immedigigty to such reorganization or reclassificatioppn such reorganization or reclassification
if such holder's Warrants had been exercised imatelgti prior thereto; and in any such case, appatgprovision (as determined in good
faith by the Board of Directors of the Company, wshaetermination shall be conclusive and shalhMimeaced by a resolution filed with the
Warrant Agent) shall be made for the applicatiothes$

Section 16 with respect to the rights and interests
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thereafter of the holders of Warrants (including #tlocation of the adjusted Exercise Price (aedctimponents thereof) between or among
shares of classes of capital stock), to the endtigSection 16 (including the adjustments ofbenber of shares of Common Stock or other
securities purchasable and the Exercise Pricedfjeskall thereafter be reflected, as nearly asaeably practicable, in all subsequent
exercises of Warrants for any shares or secuoti@her property thereafter deliverable upon tker@se of Warrants.

(e) For the purposes of adjustments required bggraphs (b) and

(c) of this Section 16, the shares of Common Stbelholder of any rights, options, warrants or eotibble or exchangeable securities shal
entitled to subscribe for or purchase shall be dekto be issued and outstanding as of the dat@@fissuance or distribution of such
securities and the consideration, if any, recelwethe Company therefor shall be deemed to bedhsideration received by the Company
such securities, plus the consideration or premistai®d in such security to be paid for the shaf€ommon Stock covered thereby.

(f) Except for adjustments required by paragraphéreof, no adjustment in the number of Shareshasable hereunder shall be required
unless such adjustment would require an increade@ease of at least one percent (1%) in the nuofl#hares purchasable upon the
exercise of each Warrant; provided, however, thgtaadjustments which by reason of this paragraparéf not required to be made shall be
carried forward and taken into account in any sqbeat adjustment. All calculations shall be madthéonearest cent and to the nearest one-
hundredth of a share, as the case may be.

(9) Whenever the number of Shares purchasable tngoaxercise of each Warrant is adjusted as hpreirided (whether or not the Compse
then or thereafter elects to issue additional Wdisran substitution for an adjustment in the numtfeé8hares as provided in paragraph (j)),
(i) the Exercise Price, as in effect on the datdhsadjustment to the number of Shares purchasable exercise of the Warrants is made, ¢
be adjusted by multiplying the Exercise Price imratly prior to such adjustment by a fraction (tAejustment Fraction"), of which the
numerator shall be the number of Shares purchasgble the exercise of each Warrant immediatelyrpasuch adjustment, and of which
denominator shall be the number of Shares so psati@immediately thereafter; and (ii) the Priciregms used in all calculations of the
Exercise Price set forth in Exercise Price Cedifés delivered subsequent to such date of adjusshal be adjusted by multiplying each
such Pricing Term in effect immediately prior takwadjustment by the Adjustment Fraction.
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(h) For the purpose of this Section 16, the terhates of Common Stock" shall mean (i) the clastadk designated as the Common Stoc
the Company at the date of this Agreement, or(ii other class of stock resulting from successhanges or reclassification of such shares
consisting solely of changes in par value, or frzan value to no par value, or from no par valupaovalue. If at any time, as a result of an
adjustment made pursuant to paragraph (a) or @)ealthe holders of Warrants shall become enttdgquirchase any shares of the Company
other than shares of Common Stock, thereafteruieoer of such other shares so purchasable uponisx@f each Warrant and the Exercise
Price of such shares shall be subject to adjustinamttime to time in a manner and on terms aslyeguivalent as practicable to the
provisions with respect to the Shares containgghinagraphs (a) through

(9), inclusive, above, and the provisions of Sei@, 9, 10, 12, 14 and 17, with respect to theedhahall apply on like terms to any such
other shares.

(i) Upon the expiration of any rights, options, vaants or conversion or exchange privileges, if tmeyeof shall not have been exercised, the
Exercise Price and the number of shares of Comnmek$urchasable upon the exercise of each Wastaail, upon such expiration, be
readjusted and shall thereafter be such as it wivalg been had it been originally adjusted (orthadriginal adjustment not been required,
as the case may be) as if (i) the only shares airf@on Stock so issued were the shares of Commotk,St@ny, actually issued or sold upon
the exercise of such rights, options, warrantsomwersion or exchange rights and (ii) such shar€ommon Stock, if any, were issued or
sold for the consideration actually received by@menpany upon such exercise plus the aggregatédevason, if any, actually received by
the Company for the issuance, sale or grant affalich rights, options, warrants or conversiopxahange rights whether or not exercised;
provided, that no such readjustment shall havetfeet of increasing the Exercise Price or decrepie number of shares by an amount in
excess of the amount of the readjustment initiade in respect to the issuance, sale or grantobf ghts, options, warrants or conversion
or exchange rights.

()) The Company may elect, on or after the datanyf adjustment required by paragraphs (a) throdpbf(this Section 16, to adjust the
number of Warrants in substitution for an adjustmernthe number of Shares purchasable upon theisgenf a Warrant. Each of the Warr:
outstanding after such adjustment of the numb&Yaifrants shall be exercisable for the same numib®hares as immediately prior to such
adjustment. Each Warrant held of record prior tthsadjustment of the number of Warrants shall bectimat number of Warrants (calculated
to the nearest
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hundredth) obtained by dividing the Exercise Phiceffect prior to adjustment of the Exercise Pligethe Exercise Price in effect after
adjustment of the Exercise Price. The Company simaify the holders of Warrants in the same marmseprovided in the first paragraph of
Section 18, of its election to adjust the numbeWairrants, indicating the record date for the adpesit, and, if known at the time, the amount
of the adjustment to be made. This record date lmape date on which the Exercise Price is adjusteshy day thereafter. Upon each
adjustment of the number of Warrants pursuantitogaragraph (k) the Company shall, as promptlgrasticable, cause to be distributed to
holders of record of Warrants on such record dasersivit Certificates evidencing, subject to Sectidnthe additional Warrants to which st
holders shall be entitled as a result of such a&ahjenst, or, at the option of the Company, shall eaode distributed to such holders of record
in substitution and replacement for the Warranti@emtes held by such holders prior to the datadjtistment, and upon surrender thereof, if
required by the Company, new Warrant Certificatédencing all the Warrants to be issued, executetragistered in the manner specifie
Sections 6 and 7 (and which may bear, at the otidhe Company, the adjusted Exercise Price) aatl be registered in the names of the
holders of record of Warrant Certificates on theord date specified in the notice.

(k) Except as provided in paragraphs (a), (b) ah@fthis Section 16, no adjustment in respecrof dividends shall be made during the t
of a Warrant or upon the exercise of a Warrant.

() In case of any consolidation of the Companyhvat merger of the Company into another corporatioim case of any sale or conveyance
to another corporation of the property of the Comypas an entirety or substantially as an entitbty,Company or such successor or
purchasing corporation, as the case may be, skedige with the Warrant Agent an agreement that datder of a Warrant shall have the
right thereafter upon payment of the Exercise Hriceffect immediately prior to such action to phase upon exercise of each Warrant the
kind and amount of shares and other securitiepaserty which such holder would have owned or Haaen entitled to receive after the
happening of such consolidation, merger, sale ovepance had such Warrant been exercised immegdjatel to such action. The Company
shall mail by first-class mail, postage prepaideaeh registered holder of a Warrant, notice ofetkecution of any such agreement. Such
agreement shall provide for adjustments, whichldieahs nearly equivalent as may be practicablbe@djustments provided for in this
Section 16. The provisions of this paragraph @lissimilarly apply to successive consolidationgrgers, sales
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or conveyances. The Warrant Agent shall be undeluty or responsibility to determine the correctneany provisions contained in any
such agreement relating either to the kind or arhofishares of stock or other securities or propesteivable upon exercise of Warrants or
with respect to the method employed and provideckeih for any adjustments and shall be entitledip upon the provisions contained in
such agreement.

(m) Irrespective of any adjustments in the Exer&igee or the number or kind of shares purchasabbs the exercise of Warrants, Warrant
Certificates theretofore or thereafter issued matinoue to express the same price and number awdofishares as are stated in the Warrant
Certificates initially issuable pursuant to thisrAgment.

Section 17. FRACTIONAL WARRANTS AND FRACTIONAL SHARS.
(a) The Company may issue fractions of Warrants.

(b) Notwithstanding an exercise of a fractional Ydat or any adjustment pursuant to Section 16emilmber of Shares purchasable upor
exercise of a Warrant, the Company shall not baired to issue fractions of Shares upon exercid&/aifrants or to distribute certificates
which evidence fractional Shares. In lieu of aracfional Share for which Warrants are exercisegtetishall be paid to the registered holder
of the related Warrant Certificate an amount irhcagual to the Trading Price then in effect mukiglby the fraction represented by such
fractional Share.

Section 18. NOTICES TO HOLDERS. Upon any adjustnpemsuant to

Section 16, the Company within 20 calendar daysetfeer shall (i) cause to be filed with the Watragent a certificate of a firm of
independent public accountants of recognized starsilected by the Company (who may be the reguiditors of the Company) setting
forth the Exercise Price, Pricing Terms and eithernumber of Shares purchasable upon exercis&\@treant or the additional number of
Warrants to be issued for each previously outstan@arrant, as the case may be, after such adjnstme setting forth in reasonable detail
the method of calculation and the facts upon whiath adjustment was made, which certificate steatidnclusive evidence of the correctr
of the matters set forth therein, and (ii) causkaa@iven to each of the registered holders oi¥agrant Certificates at such holder's address
appearing on the Warrant Register written noticsuzh adjustments by first-class mail, postagegdepWhere appropriate, such notice may
be given in advance and included as a part of ttieenrequired to be mailed under the other prowisiof this Section 18.
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If:

(a) the Company shall declare any dividend paymbéay securities upon its shares of Common Stockake any distribution (other than a
cash dividend) to the holders of its shares of Com@&tock;

(b) the Company shall offer to the holders of liares of Common Stock any additional shares of Com&tock or securities convertible into
shares of Common Stock or any right to subscribeetb;

(c) there shall be a dissolution, liquidation onding up of the Company (other than in connectidth & transaction described in Section 16

(1); or
(d) a Change of Control has occurred;

then the Company shall (i) cause written noticeunfh event to be filed with the Warrant Agent alnallscause written notice of such event to
be given to each of the registered holders of tlaersnt Certificates at such holder's address ajojgean the Warrant Register, by first-class
mail, postage prepaid, and (ii) make a public ameement in a daily newspaper of general circulatioNew York City and a daily
newspaper of general circulation in Omaha, Nebraslkaich event, such giving of notice and publmatio be completed (x) in the case of
clause (a) or (b) above, at least 10 calendar pagsto the date fixed as a record date or the datlosing the transfer books for the
determination of the stockholders entitled to sdiefidend, distribution or subscription rights, {g)the case of clause (c) above, 20 calendar
days prior to the date fixed as a record date®dtie of closing the transfer books for the deiteation of stockholders entitled to vote on
such proposed dissolution, liquidation or winding ar (z) in the case of clause (d) above, fiverdhr days after such Change of Control.
Such notice shall specify such record date, the dftlosing the transfer books or the date oiGhange of Control, as the case may be. The
failure to give the notice required by this Sectidhor any defect therein shall not affect the liggar validity of any distribution, right,
warrant, dissolution, liquidation or winding uptbe vote upon or any other action taken in connadtierewith.

Section 19. MERGER, CONSOLIDATION OR CHANGE OF NAMBE- WARRANT AGENT. Any corporation into which theaktant
Agent may be merged or converted or with whichalyrbe consolidated, or any corporation resultiogifany merger, conversion or
consolidation to which the Warrant Agent shall lgaaty, or any corporation succeeding to the staddeh services business of the Warrant
Agent, shall be the successor to the Warrant Agergunder without the execution or filing of anypeaor my further act on the part of an
the parties hereto, provided
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that such corporation would be eligible for appwiaht as a successor Warrant Agent under the poogisif Section 21. If at the time such
successor to the Warrant Agent shall succeed uheAgreement, any of the Warrant Certificatedidiave been countersigned but not
delivered, any such successor to the Warrant Agentadopt the countersignature of the original \WarAgent; and if at that time any of the
Warrant Certificates shall not have been countaesigany successor to the Warrant Agent may caigtesuch Warrant Certificates eithe
the name of the predecessor Warrant Agent or ima&inee of the successor Warrant Agent; and in alh sases such Warrant Certificates ¢
have the full force provided in the Warrant Cectfies and in this Agreement.

If at any time the name of the Warrant Agent shalchanged and at such time any of the WarranifiCates shall have been countersigned
but not delivered, the Warrant Agent whose namechasged may adopt the countersignature underidsqame; and if at that time any of
the Warrant Certificates shall not have been casigieed, the Warrant Agent may countersign suchraiaiCertificates either in its prior
name or in its changed name; and in all such casgsWarrant Certificates shall have the full fgpcevided in the Warrant Certificates and
in this Agreement.

Section 20. WARRANT AGENT. The Company may appdself or any affiliate of the Company as Warrameét. In the event that the
Company is not the Warrant Agent, the Warrant Agemtertakes the duties and obligations imposedhisytgreement upon the following
terms and conditions, by all of which the Compang the holders of Warrants, by their acceptancetifeshall be bound:

(a) The statements contained herein and in thealb@ertificates shall be taken as statementseo€thmpany, and the Warrant Agent
assumes no responsibility for the certificatesrof af the same except such as describe the Wakgenit or action taken or to be taken by it.
Except as herein otherwise provided, the Warram@ssumes no responsibility with respect to Keew@tion, delivery or distribution of the
Warrant Certificates.

(b) The Warrant Agent shall not be responsibleafoy failure of the Company to comply with any of ttovenants contained in this
Agreement or in the Warrant Certificates to be cliedpwith by the Company nor shall it at any timeeunder any duty or responsibility to
any holder of a Warrant to make or cause to be raagie@adjustment in the Exercise Price, Pricing Bomin the number of Shares issuable
upon exercise of any Warrant (except as instruiojetthe Company), or to determine whether any faxitst which may require any such
adjustments, or with respect to
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the nature or extent of or method employed in mgkiny such adjustments when made.

(c) The Warrant Agent may consult at any time witkinsel satisfactory to it (who may be counsettierCompany) and the Warrant Agent
shall incur no liability or responsibility to theoBipany or any holder of any Warrant Certificategspect of any action taken, suffered or
omitted by it hereunder in good faith and in acemk with the opinion or the advice of such counsel

(d) The Warrant Agent shall incur no liability @sponsibility to the Company or to any holder of #arrant Certificate for any action taken
in reliance on any notice, resolution, waiver, @artsorder, certificate or other paper, documentstrument reasonably believed by it to be
genuine and to have been signed, sent or presentid proper party or parties.

(e) The Company agrees to indemnify the WarranihAgad save it harmless against any and all lofiabdlities and expenses, including
judgments, costs and reasonable counsel fees aetses, for anything done or omitted by the Warfgyent arising out of or in connectis
with this Agreement except as a result of its rgggice or bad faith.

(f) The Warrant Agent shall be under no obligatiomnstitute any action, suit or legal proceedingootake any other action likely to involve
expense unless the Company or one or more regidtetders of Warrant Certificates shall furnish tarrant Agent with reasonable secu
and indemnity for any costs or expenses which neaiynturred. All rights of action under this Agreerher under any of the Warrants may
enforced by the Warrant Agent without the possessfany of the Warrant Certificates or the producthereof at any trial or other
proceeding relative thereto, and any such actiaih ps proceeding instituted by the Warrant Agdmdlsbe brought in its name as Warrant
Agent, and any recovery or judgment shall be ferrtitable benefit of the registered holders oMierants, as their respective rights or
interests may appeatr.

(g) The Warrant Agent, and any stockholder, dingaifficer or employee thereof, may buy, sell oalda any of the Warrants or other
securities of the Company or become pecuniarilgragted in any transaction in which the Company beainterested, or contract with or
lend money to the Company or otherwise act as aly freely as though they were not the WarrantnAgeader this Agreement, or a
stockholder director, officer or employee of thervéat Agent, as the case may be. Nothing hereilh Iségreclude the Warrant Agent from
acting in any other capacity for the Company ordioy other legal entity.
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(h) The Warrant Agent shall act hereunder solelggent for the Company, and its duties shall berdghed solely by the provisions hereof.
The Warrant Agent shall not be liable for anythimgich it may do or refrain from doing in connectiith this Agreement except for its own
negligence or bad faith.

(i) The Company agrees that it will perform, execwacknowledge and deliver or cause to be perforeeztuted, acknowledged and
delivered all such further and other acts, instmi®@nd assurances as may reasonably be requited byarrant Agent for the carrying out
or performing of the provisions of this Agreement.

()) The Warrant Agent shall not be under any respality in respect of the validity of this Agreemteor the execution and delivery hereof
(except the due execution hereof by the Warrannfiger in respect of the validity or execution ofydVarrant Certificate (except its
countersignature thereof), nor shall the Warranemtdy any act hereunder be deemed to make angseagation or warranty as to the
authorization or reservation of the Shares to beead pursuant to this Agreement or any Warrantfiate or as to whether the Shares will
when issued be validly issued, fully paid and nerasable or as to the Exercise Price or the nuail&hares issuable upon exercise of any
Warrant.

(k) The Warrant Agent is hereby authorized andatié@ to accept instructions with respect to thégoerance of its duties hereunder from the
Chairman of the Board, the Chief Executive Officghe President, any Vice President, the TreastiterSecretary or an Assistant Secretar
the Company, and to apply to such officers for eelwr instructions in connection with its dutiesdahall not be liable for any action
reasonably taken or suffered to be taken by ibiodgfaith in accordance with instructions of angtsofficer or in good faith reliance upon
any statement signed by any one of such officetemfCompany with respect to any fact or mattele@sother evidence in respect thereof is
herein specifically prescribed) which may be deeodoke conclusively proved and established by siged statement.

Section 21. CHANGE OF WARRANT AGENT. If the Warrahgent shall resign (such resignation to becomectiffe not earlier than 60
days after the giving of written notice thereotite Company and the registered holders of Warrenificates) or shall become incapable of
acting as Warrant Agent or if the Board of Direstof the Company shall by resolution remove therdfdarAgent (such removal to become
effective not earlier than 30 days after the filofga certified copy of such resolution with the W&t Agent and the
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giving of written notice of such removal to the isggred holders of Warrant Certificates), the Conypshall appoint a successor to the
Warrant Agent. If the Company shall fail to makelsappointment within a period of 30 days aftetstemoval or after it has been so
notified in writing of such resignation or incapgdby the Warrant Agent or by the registered holafem Warrant Certificate (in the case of
incapacity), then the registered holder of any \MatrCertificate may apply to any court of competarisdiction for the appointment of a
successor to the Warrant Agent. Pending appointafesnsuccessor to the Warrant Agent, either byGbmpany or by such a court, the du
of the Warrant Agent shall be carried out by thenpany. Any successor Warrant Agent, whether appdiby the Company or by such a
court, shall be a bank or trust company, in goadding, incorporated under the laws of any statf tlie United States of America. As soon
as practicable after appointment of the successaoralit Agent, the Company shall cause written eaticthe change in the Warrant Agent to
be given to each of the registered holders of ttaersnt Certificates at such holder's address apgean the Warrant Register. After
appointment, the successor Warrant Agent shalklsted with the same powers, rights, duties andresipilities as if it had been originally
named as Warrant Agent without further act or déée. former Warrant Agent shall deliver and transéethe successor Warrant Agent any
property at the time held by it hereunder and etecand deliver, at the expense of the Companyfutiyer assurance, conveyance, act or
deed necessary for the purpose. Failure to givenatige provided for in this Section 21 or any d¢therein, shall not affect the legality or
validity of the removal of the Warrant Agent or @iygpointment of a successor Warrant Agent, asdbe may be.

Section 22. HOLDER NOT DEEMED A STOCKHOLDER. Nothisontained in this Agreement or in any of the \&atiCertificates shall t
construed as conferring upon the holders thereofitht to vote or to receive dividends or to coris® to receive notice as stockholders in
respect of the meetings of stockholders or forelleetion of directors of the Company or any othattar, or any rights whatsoever as
stockholders of the Company.

Section 23. DELIVERY OF PROSPECTUS. If the Compengequired under applicable federal or state séesitaws to deliver a prospec
upon exercise of Warrants, the Company will furrtsthe Warrant Agent sufficient copies of a pradps, and the Warrant Agent agrees that
upon the exercise of any Warrant Certificate byhblger thereof, the Warrant Agent will deliversiach holder, prior to or concurrently with
the delivery of the certificate or certificates the Shares issued upon such exercise, a copg @irtspectus.

Section 24. NOTICES TO COMPANY AND WARRANT AGENT.n4 notice or demand authorized by this Agreemebitgiven or made
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by the Warrant Agent or by any registered holdemrof Warrant Certificate to or on the Company sbelsufficiently given or made if sent
mail, first-class or registered, postage prepaddressed (until another address is filed in writiyghe Company with the Warrant Agent), as
follows:

[Peter Kiewit Sons', Inc.]

Omaha, NE Attention: Corporate Secretary

If the Company shall fail to maintain such officeagency or shall fail to give such notice of ahgiege in the location thereof, presentation
may be made and notices and demands may be senedmincipal office of the Warrant Agent.

Any notice pursuant to this Agreement to be givenhHe Company or by any registered holder of anyrdrd Certificate to the Warrant Ag:
shall be sufficiently given if sent by first-clasgil, postage prepaid, addressed (until anothereadds filed in writing by the Warrant Agent
with the Company), as follows:

[to come]

The Warrant Agent maintains a Warrant Agent Offite

Section 25. SUPPLEMENTS AND AMENDMENTS.

(&) The Company and the Warrant Agent may from tionttme amend or supplement this Agreement orEamyrcise Price Certificate withc
the approval of any holders of Warrant Certificatesrder to cure any ambiguity, manifest errootiter mistake in this Agreement or any
Exercise Price Certificate, or to correct or suppat any provision contained herein that may bea®fe or inconsistent with any other
provision herein, or to make any other provisionseigard to matters or questions arising hereutndéthe Company and the Warrant Agent
may deem necessary or desirable and that shadidvatrsely affect, alter or change the intereste@holders of the Warrants.

(b) In addition to the forgoing and except as setfin paragraph
(c) hereof, the Company and the Warrant Agent rmagral or supplement this Agreement with the consgtite holders of at least twibirds
of the Warrants then outstanding (including, withiimitation, consents obtained in connection véttender offer or
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exchange offer for the Warrants, but excluding/dirrants held by the Company or an Affiliate théreo

(c) Except as set forth in paragraph (a) abovdhawit the consent of the holder of each Warrant theéstanding, the Company and the
Warrant Agent may not amend or supplement this &gt to (i) reduce the number of Warrants whosaehns must consent to an
amendment or supplement, (ii) reduce the numbshafes to which a holder is entitled upon exeraisseWarrant, (iii) increase the Exercise
Price a holder is required to pay to exercise argiar (iv) make any changes in this Section 25.

Section 26. SUCCESSORS. All the covenants and siams of this Agreement by or for the benefit af @ompany or the Warrant Agent
shall bind and inure to the benefit of their redpecsuccessors and assigns hereunder.

Section 27. TERMINATION. This Agreement shall tenaie at the Close of Business on the Expiratiore Ddbtwithstanding the foregoing,
this Agreement will terminate on any earlier dateew all Warrants have been exercised. The proasidisection 20 shall survive such
termination.

Section 28. GOVERNING LAW. This Agreement and ed¢arrant Certificate issued hereunder shall be ddamée a contract made under
the laws of the State of Delaware and for all pagsoshall be construed in accordance with the ¢dwach State.

Section 29. BENEFITS OF THIS AGREEMENT. Nothingtitis Agreement shall be construed to give to amg@eor corporation other than
the Company, the Warrant Agent and the registeoddkehs of the Warrant Certificates any legal oritdple right, remedy or claim under this
Agreement, and this Agreement shall be for the anteexclusive benefit of the Company, the Warkagent and the registered holders of the
Warrant Certificates.

Section 30. COUNTERPARTS. This Agreement may begbegl in any number of counterparts and each df saanterparts shall for all
purposes be deemed to be an original, and sucharpants shall together constitute but one andgdmee instrument.

Section 31. HEADINGS. The headings of sectionsisf Agreement have been inserted for conveniencefefence only, are not to be
considered a part hereof and in no way modify striet any of the terms or provisions hereof.
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IN WITNESS WHEREOF, the parties hereto have catisisdVarrant Agreement to be executed and delivaseof the day and year first
above written.

PETER KIEWIT SONS', INC.
By:
Name:
Title:

ATTEST:

[WARRANT AGEN

By:
Name:
Title:

ATTEST:
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SCHEDULE |
INVESTMENT BANKS

[To come]



EXHIBIT A
[FORM OF FACE OF WARRANT CERTIFICATE]

[THE WARRANTS REPRESENTED BY THIS CERTIFICATE HAVE BEEN ATTACHED TO SHARES OF
COMMON STOCK ("CLASS C STOCK") OF PKS HOLDINGS INCPKS") REPRESENTED BY STOCK CERTIFICATE NO.

. THE WARRANTS REPRESENTED BY THIS CERTIRATE ARE SUBJECT TO RESTRICTIONS ON EXERCISABILIT
AND TRANSFER AS SET FORTH IN THE WARRANT AGREEMENDATED AS OF , 1998 BETWEEN THE COMPANY
AND , AS WARRANT AGENT. PRIOR TO THEEOURRENCE OF THE RESTRICTED PERIOD TERMINATION
DATE (AS DEFINED IN THE WARRANT AGREEMENT) WITH REBECT TO EACH WARRANT REPRESENTED HEREBY, EXCE
IN A TRANSFER TO THE COMPANY (OR DESIGNEE THEREORUCH WARRANTS MAY ONLY BE TRANSFERRED AS
PROVIDED IN THE WARRANT AGREEMENT.](1)

VOID AFTER APRIL 15, 2010,
(OR SUCH EARLIER DATE AS SET FORTH HEREIN)

No. _ Certificate for Warra
PETER KIEWIT SONS', INC.(2)

WARRANTS TO PURCHASE CLASS D DIVERSIFIED GROUP CONVERTIBLE
EXCHANGEABLE COMMON STOCK, $.0625 PER SHARE

This Warrant Certificate certifies that , Or registered assigns, is the registeskler of the number of Warrants (the
"Warrants") specified above. Subject to the ternt @nditions set forth herein and in the Warragte®ment referred to on the reverse
hereof, each Warrant initially entitles the registeholder to purchase, subject to the terms anditons set forth in this Certificate and the
Warrant Agreement, one fully paid and nonassessdalee of Class D Diversified Group Convertible lmgeable Common Stock, par ve
$.0625 per share, of Peter Kiewit Sons', Inc., EaDare corporation (the "Company"), after the ocence of certain events and the Exercise
Conditions with respect to such Warrant

(1) To be included on all Warrant Certificates esganting Warrants which are attached to sharegwfGlass C Stock. This legend will not
be included on any Warrant Certificate represeniifagrants for which the Exercise Condition has ol

(2) In the event that the name of the Company @égkd or the Redesignation occurs, Warrant Cextdgissued subsequent to such name
change or the Redesignation shall be modified adcghy.
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upon the presentation and surrender of this Wafentificate with the Election of Exercise Formtbe reverse hereof duly executed, at the
corporate office of , as Warkgent, or its successor (the "Warrant Agent"), pagment of the Exercise Price by
methods set forth in the Warrant Agreement.

The Exercise Price and the number of Shares puableaspon exercise of this Warrant are subjectjostment upon the occurrence of
certain events as set forth in the Warrant Agreemen

The Warrants shall expire at 5:00 p.m. New York/Titme (the "Close of Business") on (i) October 1998 (or such later date as may be
determined by the Board of Directors of the Compaifighe Class C Exchange has not occurred orrior o such date or (ii) April 15, 201
if the Class C Exchange occurred on or prior tooBet 15, 1998 (or such date after October 15, H898ay be determined by the Board of
Directors of the Company) (such date of expirabeing herein referred to as the "Expiration Dat&fjer the Close of Business on the
Expiration Date, no Warrant may be exercised ardMarrants will be void and of no value.

REFERENCE IS HEREBY MADE TO THE FURTHER PROVISIONS® THIS WARRANT CERTIFICATE SET FORTH ON THE
REVERSE HEREOF. SUCH FURTHER PROVISIONS SHALL FORLAPURPOSES HAVE THE SAME EFFECT AS THOUGH FULLY
SET FORTH AT THIS PLACE. This Warrant Certificateadl not be valid unless countersigned by the Wedrdgent.

IN WITNESS WHEREOF, the Company has caused thisifi@ate to be executed by its duly authorizeda#fs, and the corporate seal
hereunto affixed.

Dated:
PETER KIEWIT SONS', INC.
[Corporate Seal of Peter By:
Kiewit Sons', Inc.] -
Name:
Title:
ATTEST:
By:
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Countersigned:

[WARRANT AGENT],
AS WARRANT AGENT

By:
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[FORM OF REVERSE OF WARRANT CERTIFICATE]
PETER KIEWIT SONS', INC.

The Warrants evidenced by this Warrant Certifieatepart of a duly authorized issuance of Warragesh entitling the registered holder
thereof to purchase one share of Common Stocledsgursuant to a Warrant Agreement, dated as of , 1998 (the "Warrant
Agreement"), duly executed and delivered by the @amy to , as Warrant Atfemt'Warrant Agent"). The
Warrant Agreement hereby is incorporated by refegen and made a part of this instrument and isthereferred to for a description of the
rights, limitation of rights, obligations, dutieachimmunities thereunder of the Warrant Agent,Gloenpany and the holders (the words
"holders" or "holder" meaning the registered haddar registered holder) of the Warrants. A copthefWarrant Agreement may be inspected
at the Warrant Agent Office and is available upaitten request addressed to the Company. All tersesl herein that are defined in the
Warrant Agreement have the meanings assigned to tifnerein.

As provided in the Warrant Agreement and subjethéosterms and conditions therein set forth, Wasramy be exercised to purchase Shares
from the Company before the Close of Business erEttpiration Date, at the Exercise Price then factf subject to adjustment as described
in the Warrant Agreement. The Exercise Price, anmgfgiven date, is defined as the Trading Prigch®iCommon Stock, minus a certain
Fixed Dollar Discount, and is as set forth in thestrecent Exercise Price Certificate prior to sdate. The holder of the Warrants evidenced
by this Warrant Certificate may exercise any sucrihts upon the presentation and surrender ofWaisant Certificate with the Election to
Exercise Form (as set forth herein) duly execuaethe corporate office of the Warrant Agent, aagrpent of the Exercise Price. Such
payment shall be made (i) in cash, (ii) by SharerEige or (iii) by Cashless Exercise. Payment efgkercise Price in cash shall be made by
certified or official bank check payable to the erdf the Company or by wire transfer of fundsnoaacount designated by the Company for
such purpose. Payment by Share Exercise shall de mighout the payment of cash, by delivering sltantificates, duly endorsed for
transfer, representing such number of shares offtmmStock as shall equal (a) the amount of sucmpay divided by (b) the Trading Price
used in calculating the Exercise Price in effecttenExercise Date. Payment by Cashless Exercékebghmade without the payment of cash,
by reducing the number of shares of Common Stoakwiould be obtainable upon the exercise of a Wiaaad payment of the Exercise P

in cash so as to yield a number of Shares upoaxercise of such Warrant equal to the product ptH{& number of Shares issuable as of the
Exercise Date upon the exercise of such Warrapiafiment of the Exercise Price were being made in
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cash) and (2) a fraction, the numerator of whicthésFixed Dollar Discount as of the Exercise Catd the denominator of which is the
Trading Price as of the Exercise Date.

As provided in the Warrant Agreement and subjethésterms and conditions therein set forth, norafarmay be exercised prior to the
occurrence of both (i)the Exercise Conditions wéhpect to such Warrant, and

(i) the earlier of (A) the first Private Exerci®eriod following December 31, 1999, and (B) thstfitublic Exercise Period following such
period of at least 90 but less that 180 days #ieedate on which the Common Stock first becomdsdi¢ty Traded, as the Company may
determine if so requested by an underwriter of Comi®tock in connection with an initial underwritteablic offering thereof.

The Exercise Conditions will be deemed to have lmenupon both (i) the delivery to the Warrant Agefthe related documentation
required the Warrant Agreement, and (ii) the oceee, with respect to a given Warrant (or fracttwereof) of the earlier of: (A) the
repurchase or redemption by PKS of the share af30aStock to which such Warrant is attached; liB)exchange of the share of Class C
Stock to which such Warrant is attached into arratheess of securities of PKS intended to be isqurédarily to persons leaving employment
of PKS; (C) April 15, 2006; and (D) the receiptthyg Warrant Agent of the notice from the Compamuied by the Warrant Agreement that
a Change of Control has occurred.

In the event that upon any exercise of Warrantdended hereby the number of Warrants actually eseztshall be less than the total number
of Warrants which this Warrant Certificate reprasethere shall be issued to the holder heredafuoh holder's assignee, a new Warrant
Certificate evidencing the Warrants not so exettigdter the Close of Business on the Expirationd)anexercised Warrants shall become
wholly void and of no value.

The Company shall not be required to issue frastmfrfShares or any certificates that evidenceifraat Shares. In lieu of any fractional St
for which Warrants are exercised, there shall be fmathe registered holder of the related Warf2ertificate an amount in cash equal to the
Trading Price then in effect multiplied by the fiiaa represented by such fractional Share.

Warrant Certificates, when surrendered at the Wiavkgent Office by the registered holder thereopémrson or by a legal representative or
attorney duly authorized in writing, may be excheshgn the manner and subject to the limitatioms/joled in the Warrant Agreement, but
without payment of any service charge, for anoWearrant Certificate or Warrant Certificates of likemor evidencing a like number of
Warrants.
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Upon due presentment for registration of undehisf Warrant Certificate at the Warrant Agent Offiasnew Warrant Certificate or Warrant
Certificates of like tenor and evidencing in th@egate a like number of Warrants shall be issoabé transferee in exchange for this
Warrant Certificate, subject to the limitations yided in the Warrant Agreement, without charge egtdor any tax or other governmental
charge imposed in connection therewith.

The Company and Warrant Agent may deem and treaetyistered holder hereof as the absolute owrghiWarrant Certificate
(notwithstanding any notation of ownership or othveiting hereon made by anyone) for the purposamyfexercise of the Warrants eviden
hereby and for all other purposes, and neitheCdrapany nor the Warrant Agent shall be affectedry notice to the contrary.
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ELECTION TO EXERCISE
(TO BE EXECUTED UPON EXERCISE OF THE WARRANT)

The undersigned hereby irrevocably elects to egerci Warrants represented by this Watrantificate, granting the right to
purchase Shares.

The undersigned herewith makes payment in fulstath Shares at a price per share provided on thisant Certificate and in the Warrant
Agreement in the following manner (please checkiype or types of payment and indicate the portibtihe aggregate payment and indicate
the portion of the aggregate payment to be paidamh type of payment):

!/ | exercise Warrants to purchase Shares for cash by payment of $
/ | exercise Warrants to purchase Shares through a Share Exercise.
!/ | exercise Warrants to purchase Shares through a Cashless Exercise.

The undersigned hereby represents that the Exdfgiset with respect to the Warrants to be exerdmsedby has been satisfied in the manner
set forth below:

/1 The shares of Class C Stock to which $Varrants were attached have been repurchasedeemed by PKS (attach PKS
Certificate).
/1 The shares of Class C Stock to which $Varrants were attached have been exchangedriotber class of securities of PKS

intended to be issued primarily to persons leaeimgployment of PKS (attach PKS Certificate).
/| The exercise contemplated hereby is to ocder &fpril 15, 2006.
/1 A Change of Control has occurred.

/1 The Exercise Condition with respect to the \dats represented hereby was met when such Wawangsheld by a prior holder, and this
Warrant Certificate does not contain the Attachniexgend.
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The undersigned requests that a certificate reptiegethe Shares be registered and delivered ks

NAME

ADDRESS

DELIVERY ADDRESS (IF DIFFERENT)

If such number of Warrants exercised hereby istleas the aggregate number of Warrants exercisastunder, the undersigned requests
that a new Warrant Certificate representing tharad of such Warrants shall be registered andetelivas follows:

NAME

ADDRESS

DELIVERY ADDRESS (IF DIFFERENT)

SOCIAL SECURITY OR OTHER SIGNATURE

TAXPAYER IDENTIFICATION NUMBER

OF HOLDER
NOTE: THE A BOVE SIGNATURE MUST
CORRESPOND W ITH THE NAME AS WRITTEN UPON
THE FACE OF THIS WARRANT CERTIFICATE IN
EVERY PARTIC ULAR, WITHOUT ALTERATION OR
ENLARGEMENT OR ANY CHANGE WHATSOEVER.
IF THE CERTI FICATE REPRESENTING THE
SHARES OR AN Y WARRANT CERTIFICATE
REPRESENTING WARRANTS NOT EXERCISED IS
TO BE REGIST ERED IN A NAME OTHER THAN
THAT IN WHIC H THIS WARRANT CERTIFICATE
IS REGISTERE D, THE SIGNATURE OF THE
HOLDER HEREO F MUST BE GUARANTEED.

SIGNATURE GUARANTEED:

A-8



ASSIGNMENT

(TO BE EXECUTED BY THE REGISTERED HOLDER IF SUCH
HOLDER DESIRES TO TRANSFER THE WARRANT CERTIFICATE)

The undersigned hereby represents that the Wameprssented hereby may be transferred as a odsult

/| The transfer contemplated hereby is a trarsff§varrants simultaneous with the shares of ClaSéack to which they are attached,
represented by PKS stock certificate no. he.tfansfer of both the Warrants represented heatysuch shares of Class C Stock are
being made to the same transferee, , and such transfer of Class C Stock is permiitethe Certificate of Incorporation
PKS. This transfer is therefore an Attached Tramgéttach PKS Certificate)

/I The transfer contemplated hereby is a trartsféne Company or designee thereof, and is thezefd?ermitted Transfer.

/1 The shares of Class C Stock to which $Varrants were attached, represented by PKE stotificate no. , have been
repurchased or redeemed by PKS (attach PKS Catéljic

/1 The shares of Class C Stock to which $Varrants were attached, represented by PKE stutificate no. , have been
exchanged into another class of securities of R&hded to be issued primarily to persons leavingleyment of PKS (attach PKS
Certificate).

/| The transfer is occurring after April 15, 2006.
/1 A Change of Control has occurred.

/1 The Exercise Conditions with respect to suchafits were met when such Warrants were held bjoalpolder, and this Warrant
Certificate does not contain the Attachment Legend.
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FOR VALUE RECEIVED, the undersigned registered koldereby sells, assigns and transfers unto

NAME OF ASSIGNEE

ADDRESS OF ASSIGNEE

this Warrant Certificate, together with all rigtitle and interest therein, and does irrevocablystitute and appoint

attorney, to transfer the within Warrant Certifee@ain the books of the Warrant Agent, with full powésubstitution.

DATED SIGNATURE
NOTE: THE ABOVE SIGNATURE MUST
CORRESP OND WITH THE NAME AS WRITTEN
UPON TH E FACE OF THIS WARRANT
CERTIFI CATE IN EVERY PARTICULAR,
WITHOUT ALTERATION OR ENLARGEMENT
OR ANY CHANGE WHATSOEVER.

SOCIAL SECURITY OR OTHER TAXPAYER
IDENTIFICATION NUMBER OF ASSIGNEE

SIGNATURE GUARANTEED:
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EXHIBIT B

FORM OF PKS CERTIFICATE

[Warrant Agent]

Attention:

Re: Peter Kiewit Sons', Inc. (the "Company") Watsgthe "Warrants")

Dear Sirs:

This letter relates to Warrantsessmted by Warrant Certificate No. |, attache@KS stock certificate no.
representing shares of Class C Stock, varelo be exercised by

("Holder"). Pursuant to (i) the Warrant Agreemehe("Warrant Agreement")

dated as of , 1997 between Peter Kiewi$'Simc. and , as Warrant Agent(igritie Separation Agreement, the

undersigned, the Stock Registrar of PKS Holdings, ("PKS"), hereby certifies that:

/1 PKS has received irrevocable instructions fitdatder to exchange PKS stock certificate nol[s]. , representing shares of
Class C Stock, [respectively,] for stodititeate(s), representing shares of Qasdock, [respectively,] on

[date], and such shares of Class C Stock shakesented by PKS stock certificate no[s]. representing shares of Class C
Stock [, respectively].

/1 PKS has received irrevocable instructions fitéatder to transfer shares of Class C Stegkesented by PKS stock certificate no.
, to ("Transferee") on date], simultaneous with the transfer to the Ffaree of the Warrants which ¢
attached to such shares of Class C Stock. Sucéféramf Class C Stock is permitted by the Rest&edificate of Incorporation of PKS.

/1 The shares of Class C Stock, repreddnyt PKS stock certificate no. , to whigths
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Warrants were attached, have been repurchasedeemed by PKS; PKS has no present intention te isssell any other Class C Stock to
Holder.

/1 The shares of Class C Stock to which $Varrants were attached, represented by PKE statificate no. , have been
exchanged into another class of securities of R&hded to be issued primarily to persons leavingleyment of PKS.

All capitalized terms not defined herein shall hétve meanings given to them in the Warrant Agreémen
Very truly yours,

PKS Holdings, Inc.

Name:
Title: Stock Registrar
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EXHIBIT C

FORM OF PRIVATE EXERCISE PRICE CERTIFICATE

[Warrant Agent]

Attention:

Re: Peter Kiewit Sons', Inc. (the "Company") Watsgthe "Warrants")
Dear Sirs:

Pursuant to the Warrant Agreement dated 1998 by and between the Company and , as Warrant Agent, the
undersigned officers of the Company hereby centifyhiout personal liability, that as of , the last Business Day of the
fiscal year of the Company, the value of the telistied below were as follows:

Appraised Value:
Trading Price:

Base Price:

Base Discount:
Minimum Discount
Fixed Dollar Discount:
Exercise Price:

All capitalized terms not defined herein shall hétve meanings given to them in the Warrant Agregmfgtached hereto is a copy of the
Appraisal conducted by [InvestmenkBas of , the last Business Day of the fiscal year of the
Company.

Very truly yours,

Peter Kiewit Sons', Inc.

Name:

Title:

Name:

Title:



EXHIBIT D

FORM OF PUBLIC EXERCISE PRICE CERTIFICATE

[Warrant Agent]

Attention:

Re: Peter Kiewit Sons', Inc. (the "Company") Watsgthe "Warrants")

, as Warrant Agent, the

Dear Sirs:
Pursuant to the Warrant Agreement dated 1998 by and between the Company and
Warrant Agent hereby certifies, that as of , the last Business Day of the

[month, year], the value of the terms listed belogre as follows:

Trading Price:

Base Price:

Base Discount:
Minimum Discount
Fixed Dollar Discount:
Exercise Price:

All capitalized terms not defined herein shall hétve meanings given to them in the Warrant Agreémen
Very truly yours,

Peter Kiewit Sons', Inc.

Name:

Title:
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Exhibit 3.5

CERTIFICATE OF INCORPORATION
OF
PKS HOLDINGS, INC.

1. The name of the corporation is: PKS Holdings, In

2. The address of its registered office in theeStditDelaware is Corporation Trust Center, 1209nQeaStreet, in the City of Wilmington,
County of New Castle. The name of its registerezhagt such address is The Corporation Trust Cognpan

3. The nature of the business or purposes to bduoted or promoted is to engage in any lawful agabivity for which corporations may be
organized under the General Corporation Law of Data.

4. The total number of shares of common stock wthehcorporation shall have authority to issue g @housand (1,000) and the par value
of each of such shares is One Cent ($.01) amouintitige aggregate to Ten Dollars ($10.00).

5. The board of directors is authorized to makierar repeal the by-laws of the corporation. Etetbf directors need not be by written
ballot.

6. The name and mailing address of the incorporator

Michael F. Norton
1000 Kiewit Plaza
Omaha, Nebraska 68131

I, THE UNDERSIGNED, being the incorporator hereifdse named, for the purpose of forming a corporapiarsuant to the General
Corporation Law of Delaware, do make this certiicdnereby declaring and certifying that this is aey and deed and the facts herein stated
are true, and accordingly have hereunto set my ttaadith day of August, 1997.

/sl Mchael F. Norton

M chael F. Norton



Exhibit 3.6

BY-LAWS
OF
PKS HOLDINGS, INC.

ARTICLE |
OFFICES

Section 1.1. REGISTERED OFFICE AND AGENT. The régried office of the corporation is at Corporatianst Center, 1209 Orange
Street, Wilmington, Delaware. The registered aggmiat address is the Corporation Trust Company.

Section 1.2. OTHER OFFICES. The corporation mayehather offices from time to time as the directoi@y designate or as the business
may require.

ARTICLE Il
SHAREHOLDERS

Section 2.1. ANNUAL MEETINGS. The annual meetingsbfireholders shall be held on the third Mondajuime of each year at such time
and place in Omaha, Nebraska as designated bydduwe Bf Directors. If this date falls on a legalittay, the meeting shall be held on the
next following business day. At this meeting, diogs shall be elected and any other proper busimegsbe transacted. If the annual meeting
is not held on the designated date, the directtall sause the meeting to be held as soon thereafteonvenient.

Section 2.2. SPECIAL MEETINGS. Except as providethie following sentence, special meetings of tleraholders may be called by the
President or by a majority of the directors. Spatiaetings will be called by the President at #nguest of holders of a majority of the shares
entitled to vote at the meeting.

Section 2.3. PLACE OF MEETINGS. Meeting of shareleot shall be held at 1000 Kiewit Plaza, or sutieioplace as may be designated by
those calling the meeting.

Section 2.4. NOTICE OF MEETING. A written noticeadlhbe given to each shareholder entitled to vote@meeting not less than 10 nor
more than 60 days before each annual and specélmgeThe notice shall state the place, date hand of the meeting. The notice of a
special meeting shall state the purposes for witiehmeeting has been called.

Written notices may be given by either personalvdey or mail. If mailed, notice is given when dajied in the United States mail, postage
prepaid, directed to the shareholder at his ad@re#tsappears on the records of the corporatiom®ice is required to be given to a
shareholder to whom notices of two consecutive ahmeetings (and any other written notices senwéen those meetings) have been mi
addressed to that person at his address showreawtporate records and have been returned undsiec



Section 2.5. WAIVER OF NOTICE. A written waivergsied by a shareholder, whether before or afteretintgg shall be equivalent to the
giving of such notice. Attendance by a shareholdéhout objection to the notice, whether in persotby proxy, at a shareholders' meeting
shall constitute waiver of notice of the meeting.

Section 2.6. VOTING LIST. At least 10 days befoaele shareholders' meeting, the Secretary shalapgepcomplete list of shareholders
entitled to vote. Arranged in alphabetical ordbe list shall show the name, address, and numbghrasks of each shareholder entitled to
For at least 10 days before the meeting, thehisll e open to the examination of any sharehofdeiany purpose germane to the meeting,
during ordinary business hours, at (a) the megqtlage, or (b) at another place within the citytaf meeting which shall be specified in the
notice of the meeting. The list shall also be aldé at the meeting for inspection by any sharedrgidesent.

Section 2.7. RECORD DATE. The Board of Directorsyrfia a record date to determine which shareholdeesentitled to: (a) notice of a
shareholders' meeting; (b) vote at a shareholdezsting; (c) express consent to corporate actiovriting without a meeting; (d) receive
payment for dividend; (e) receive a distributioratiotment of rights; (f) exercise any rights irspect of any change, conversion, or exchange
of stock; or (g) notice for the purpose of any otlagful action.

The record date shall not be less than 10 nor nharre 60 days before the date of the meeting, noeithan 60 days before any other action.
A determination of shareholders of record entittedotice of or to vote at a meeting of sharehaddall apply to any adjournment of the
meeting; provided, however, that the Board of Dimexmay fix a new record date for the adjourneetng.

Section 2.8. PROXIES. Each shareholder eligibleote may authorize another person or persons tioabtm by proxy. No proxy shall be
valid after three years from its date, unless tloxy provides for a longer period.

Section 2.9. VOTING RIGHTS. Each shareholder elgib vote shall have one vote for each share winaon stock held by such
shareholder.

Section 2.10. QUORUM AND REQUIRED VOTE. A majority the shares entitled to vote, present in persaeresented by proxy, shall
constitute a quorum at a meeting of shareholdenteds otherwise required by the certificate of ipooation or by statute, the affirmative

vote of the majority of shares present in persorepresented by proxy at the meeting and entitesbte on the subject matter shall be the act
of the shareholders. However, if less than a qudsutmore than one-third of all shares eligibledte is present at a scheduled meeting, a
majority of the shares present may adjourn thedidbd meeting.

Section 2.11. ADJOURNED MEETINGS. No new noticedquired if the time and place of the adjournedtingas announced at the
meeting at which the adjournment is taken anddfatijournment is for less than 31 days. At an adgdimeeting, the shareholders may
transact any business which might have been treatbat the original meetin



Section 2.12. ACTION WITHOUT A MEETING. Any actiaequired or permitted at a shareholders' meeting lmaaken without a meeting
without a vote, if a consent in writing, settingtfothe action so taken, is signed by all of thersholders entitled to vote on the matter.

ARTICLE Il
DIRECTORS

Section 3.1. GENERAL POWERS. The business andraftdithis corporation shall be managed by its BadrDirectors.

Section 3.2. QUALIFICATIONS AND NUMBER. Directorseed not be shareholders. The number of directorshvdinall constitute the
whole board shall be fixed from time to time byaiesion of the Board.

Section 3.3. ELECTION. At each annual meeting,ghareholders shall elect directors to hold offinélthe next succeeding annual meet

Section 3.4. TERM. Each director shall hold offiggil his successor is elected and qualified oil tig earlier resignation or removal. Any
director may resign at any time upon written notwéhe corporation.

Section 3.5. VACANCIES. Vacancies and newly creatieelctorships resulting from any increase in ththarized number of directors may
be filled by a majority of the directors then irfioé, although less than a quorum, or by a soleaieimg director.

Section 3.6. ANNUAL MEETING. The annual meetingdifectors shall be held without notice promptlyeafthe annual meeting of the
shareholders and at the same place.

Section 3.7. REGULAR MEETINGS. The Board may previry resolution for the time and place of regulaetings, without notice other
than such resolution.

Section 3.8. SPECIAL MEETINGS. Special meetingdldimcalled by the President. Special meetingl bleacalled by the president or the
secretary on the written request of two or moredors. The person calling the meeting may fixgpecific time and place of the meeting.
Notice of any special meeting shall be given asti¢glaree days in advance by written notice delidgrersonally or by overnight express m
telegram, or proven telecopier facsimile transmissiddressed to a director's business address.

Section 3.9. WAIVER OF NOTICE. A written waivergsied by the director, whether before or after tleeting, shall be equivalent to the
giving of such notice. Attendance by a directottheut objection to the notice, at a meeting shatistitute waiver of notice of the meeting.

Section 3.10. TELEPHONE PARTICIPATION. Directorsynzarticipate in a meeting of the Board by meansoofference telephone or
similar communications equipment if all persongipgrating in the meeting can hear each other.i¢tpation in a meeting of this kind shall
constitute presence in person at the mee



Section 3.11. QUORUM AND VOTING. A majority of thvehole board of directors shall constitute a quofanthe transaction of business.
The vote of the majority of the directors presdrd eneeting at which a quorum is present shalhbett of the board of directors unless the
vote of a greater number is required by statutectrtificate of incorporation, or these by-laws.

Section 3.12. ACTION WITHOUT A MEETING. Any actidhat may be taken at a meeting of the directors bbeataken without a meeting
a consent in writing, setting forth the action takis signed by all directors.

Section 3.13. COMPENSATION. By resolution of thealBd of Directors, each director may be paid a figeoh, and any expenses, for
attendance at a board meeting. No such paymertmskalude a director from receiving compensationsierving the corporation in any other
capacity.

ARTICLE IV
OFFICERS

Section 4.1. NUMBER. The officers of the corporatiust include a President and a Secretary. ThedBddirectors may elect additional
officers and appoint agents as it determines nacgsAny two or more offices may be held by the egrarson, except the offices of Presi
and Secretary.

Section 4.2. ELECTION. The President and Secrethayl be elected at the annual meeting of the BoBRirectors. Other officers may be
elected by the Board of Directors from time to time

Section 4.3. TERM. Each officer shall hold officetilihis successor is elected and qualified orlunisi earlier resignation or removal. Any
officer may resign at any time upon written noticghe corporation.

Section 4.4. REMOVAL. Any officer or agent may leenoved from office, with or without cause, at aimyet by a majority of the whole
Board of Directors, subject to the provisions of amitten employment contract between the corporaind such person.

Section 4.5. VACANCY. Any vacancy in any office mbg filled for the unexpired portion of the termtbye Board of Directors.

Section 4.6. PRESIDENT. The President shall becttief executive officer of the corporation, andlkbapervise and manage the operations
of the corporation, subject to the control of theaRl of Directors.

Section 4.7. SECRETARY. The Secretary shall haedlifties to: (a) record the proceedings of the imgebf the shareholders and directors
in a book kept for that purpose; (b) maintain tteel ledger and shareholder voting list; (c) giveger notice o



meetings; (d) attest to and sign instruments, steckficates, and other certificates on behalihef corporation; and (e) affix the corporate
when proper.

Section 4.8. POWERS AND DUTIES. The officers of twgporation shall have such powers and perforrh sluties as from time to time
may be assigned them by the Board of Directors.Bdwrd of Directors may from time to time delegée powers and duties of any officer
to any other officer, director, or other person whid may select.

Section 4.9. COMPENSATION. The compensation obéflcers shall be fixed by the Board of Directofs officer, who is also a director,
may be compensated in both capacities.

Section 4.10. BONDING. Any officer, agent, or emyse of the corporation, if so required by the Boafr®irectors, shall be bonded for the
faithful performance of his duties, with such cdiwiis, and security as the board may require.

ARTICLE V
STOCK

Section 5.1. STOCK CERTIFICATES. The directors ktiatermine the form of certificates which represamnership of shares of the
corporation. Each certificate shall contain thedieos name and the number of shares issued. Egditate shall be signed by the President
and the Secretary. Each certificate shall be ingamsvith the corporate seal. Each certificate sfettonsecutively numbered. The name and
address of the person to whom the shares are issithdhe number of shares and date of issue| Baadntered in the stock ledger of the
corporation.

Section 5.2. TRANSFER OF STOCK. Transfers of shahedl be made only on the stock transfer bookb®@torporation. On surrender to
the corporation of a stock certificate properly @rsed by the holder of record or accompanied bpégrevidence of authority to transfer, a
new certificate shall be issued to the personledtiHowever, the requirements of any applicalelstransfer restriction agreement must
be satisfied. The old certificate shall be canck#iad the transaction recorded in the stock ledger.

Section 5.3. LOST CERTIFICATES. The corporationlkisaue a new stock certificate in place of aiiedte previously issued, if the hold
(a) claims by affidavit that the certificate hagbdost, destroyed, or stolen, and (b) gives thiparation a bond or other indemnity as the
directors determine appropriate.

Section 5.4. REGISTERED SHAREHOLDERS. The persorhiese name shares are registered in the corposatitock ledger shall be
deemed by the corporation to be the owner of tebaees for all purposes. The corporation shalbeatequired to recognize any equitable or
other claim or interest in such shares by any ¢



person, whether or not it has actual or other paticsuch claim.

ARTICLE VI
MISCELLANEOUS

Section 6.1. SEAL. The corporate seal shall cortteémame of the corporation as well as the woBtsfjJorate Seal" and "Delaware."
Section 6.2. FISCAL YEAR. The fiscal year of themaration shall end on the last Saturday of eactebwer.

Section 6.3. CONTRACTS, ETC. The directors shatédaine by resolution which persons shall be emped/& sign contracts, bids,
proposals, certificates, and other instrumentsefcorporation. Such authority may be general afiged to specific instances.

Section 6.4. CHECKS, ETC. All checks or demandaiioney and notes of the corporation shall be sidryeslich officer or officers or such
other person or persons as the Board of Directansfnom time to time designate.

Section 6.5. DIVIDENDS. Dividends upon the capstdck of the corporation, subject to the provisiohthe certificate of incorporation, if
any, may be declared by the Board of Directorswgtragular or special meeting, pursuant to law.id@ads may be paid in cash, in property,
or in shares of the capital stock.

Section 6.6. RESERVES. Before payment of any divithere may be set aside out of any funds of ¢ingacation available for dividends
such sum or sums as the directors from time to,timtheir absolute discretion, determine propea asserve fund to meet contingencies, or
for such other purpose as the directors shall thoriducive to the interest of the corporation, treddirectors may abolish any such resen
the manner in which it was created.

ARTICLE VII
AMENDMENTS

These by-laws may be altered, amended, or repaakkdew By-laws may be adopted by the board otttire or the shareholders.
ADOPTED on August 4, 1997.

/sl Mchael F. Norton

M chael F. Norton
Sol e I ncor por at or



Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re: Proxy Statement/Joint Prospectus of Peter KiBas', Inc. and PKS Holdings, Inc. on Form S-4

We are aware that our reports dated August 25, D83ur review of the pro forma consolidated batasiceet and statement of operations of
Peter Kiewit Sons', Inc., and the parma condensed balance sheets and statementsratiops of Kiewit Construction and Mining Groug
business group of Peter Kiewit Sons', Inc. as aER0, 1997 and for the six months then endedhataded in the above-referenced proxy
statement/joint prospectus on Form S-4. PursuaRute 436(c) under the Securities Act of 1933, ¢heports should not be considered a part
of the registration statement prepared or certifigdis within the meaning of Sections 7 and 1hat Act.

Coopers & Lybrand L.L.P.

Omaha, Nebraska
August 28, 199



EXHIBIT 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference inptioety statement/joint prospectus of Peter KiewihsS, Inc. and PKS Holdings, Inc. on
Form S-4 of our report dated March 14, 1997, extmpiote 20, as to which the date is March 26,7128 our audits of the consolidated
financial statements and financial statement sdeeafuPeter Keiwit Sons', Inc. as of December Z®6land December 30, 1995, and for the
three years ended December 28, 1996, which reportliuded in the Annual Report on Form K@f Peter Kiewit Sons', Inc. We also cons
to the inclusion in the aforementioned proxy staetfloint prospectus of our report dated March1B87 except for Note 15, as to which the
date is March 26, 1997, of our audits of the finahstatements and financial statement scheduk@eatit Construction and Mining Group, a
business group of Peter Kiewit Sons', Inc. as afdb@ber 28, 1996 and December 30, 1995 and fohtke years ended December 28, 1996.
We further consent to the inclusion in the aforetioered proxy statement/joint prospectus of our repdated August 25, 1997, of our
examinations of the pro forma consolidated condgissztement of operations of Peter Kiewit Song', &md Kiewit Construction and Mining
Group, a business group of Peter Kiewit Sons', foicthe year ended December 28, 1996. We alscecwns the reference to our Firm under
the caption "Experts."

Coopers & Lybrand L.L.P.
Omaha, Nebraska

August 28, 199



August 29, 1997

Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, Nebraska 68131

Ladies and Gentlemen:

The undersigned hereby consents to being naméx iddint Registration Statement on Form S-4 ofrR&Gewit Sons', Inc. and PKS
Holdings, Inc. filed with the Securities and ExchgarCommission, and any amendments thereto, asarpetho is expected to serve on the
Board of Directors of Peter Kiewit Sons', Inc.

Very truly yours,

/'s/ R DOUGLAS BRADBURY



August 29, 1997

Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, Nebraska 68131

Ladies and Gentlemen:

The undersigned hereby consents to being naméx iddint Registration Statement on Form S-4 ofrR&Gewit Sons', Inc. and PKS
Holdings, Inc. filed with the Securities and ExchgarCommission, and any amendments thereto, asarpetho is expected to serve on the
Board of Directors of Peter Kiewit Sons', Inc.

Very truly yours,

/'s/ ROBERT E. JULI AN



August 29, 1997

Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, Nebraska 68131

Ladies and Gentlemen:

The undersigned hereby consents to being naméx iddint Registration Statement on Form S-4 ofrR&Gewit Sons', Inc. and PKS
Holdings, Inc. filed with the Securities and ExchgarCommission, and any amendments thereto, asarpetho is expected to serve on the
Board of Directors of Peter Kiewit Sons', Inc.

Very truly yours,

/'s/ DAVID C. MCCOURT



August 29, 1997

Peter Kiewit Sons', Inc.
1000 Kiewit Plaza
Omaha, Nebraska 68131

Ladies and Gentlemen:

The undersigned hereby consents to being naméx iddint Registration Statement on Form S-4 ofrR&Gewit Sons', Inc. and PKS
Holdings, Inc. filed with the Securities and ExchgarCommission, and any amendments thereto, asarpetho is expected to serve on the
Board of Directors of Peter Kiewit Sons', Inc.

Very truly yours,

/sl M CHAEL B. YANNEY

End of Filing
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